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CAPITAL FORMATION 
AND THE SAVINGS SHORTAGE 


BY ERIK LUNDBERG 


Budget deficit and business profits 


Problems of capital formation have been ex- 
tremely topical during the whole of the post-war 
economic policy debate in Sweden. On every side it 
has been pointed out that there has been too lit- 
tle saving, and there have been justifiable fears 
all the time not simply about the existing shortage 
but of a growing shortage of savings in the near 
future. This has also been the theme of the Gov- 
ernment sponsored surveys of the long term trends 
in the Swedish economy. 

The shortage of savings can, however, be looked 
at in a number of ways. Rising prices and infla- 
tionary pressure during the first twelve post-war 
years (1945—57) have been the most reliable 
symptom of strained resources. Total public and 
private demand for consumption and investment 
purposes during this period has tended to become 
too great in relation to the current supply of 
goods and services as indicated by the real na- 
tional income. Since the difference between the 
national income and consumption expenditure is 
what we call savings, this lack of balance can be 
termed inadequate savings or, equally correctly of 
course, excess consumption or investment. If, how- 
ever, total investment is not considered to have 
been too great our problem is best designated as 
a shortage of savings. 

This problem has changed fundamentally since 
1957. The slight decline in economic activity in 
Sweden during 1958 has meant that productive 
resources have no longer been utilised so intensi- 
vely. Since 1957 we have had some, even if a 
relatively slight, overall surplus of labour, and the 
same has also been true of capital resources. In 


1— 593404 


various sectors of the economy there is a certain 
amount of unutilised productive capacity, which 
is, however, very unevenly divided. It could be 
argued hypothetically — with reference to the 
revised national budget calculations — that the 
real national product ought to be about 2 per cent, 
(Kr. 1,200 m.) above the existing level in order 
that productive resources may be utilised “as 
fully” as in 1957. 

From the point of view that there exists a cer- 
tain degree of underutilization of productive re- 
sources one cannot speak of any indisputable shor- 
tage af savings. Total consumption and _ invest- 
ment expenditure cannot be considered too large, 
and thus savings too small, from this standpoirf. 
With this as a starting point, one can assert that 
an increase in government savings, i. e., an im- 
proved budgetary position through a reduction in 
government expenditure or the introduction of a 
sales tax, is not good economic policy in the cur- 
rent situation. If in the short run we can ignore 
strains on the balance of payments, this year’s 
estimated budget deficit of Kr. 2,500—3,000 m. 
need not accordingly be interpreted as a sign of 
a disquieting shortage of savings. 

As a matter of fact, a large part of the excess 
government expenditure is transformed into busi- 
ness savings, since the total of the expenditure 
surpluses and deficits for all sectors of the econ- 
omy taken together must be identically equal to 
zero, A primary increase in expenditure from one 
sector must correspond to increases in income for 
other sectors; expenditure and incomes are simply 
the same thing looked at from different sides. 

If excess government expenditure is assumed to 
increase by Kr. 1,000 m. from one year to the 
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next, while personal savings and the surplus or 
deficit of the balance of payments remain un- 
changed, then the income surplus of the private 
enterprise sector must also rise by Kr. 1,000 m. 
if investment outlays and dividends paid by busi- 
ness firms are unchanged, Employment and pro- 
duction should have risen along with government 
expenditure, but, on the assumptions made, not 
enough to utilise fully the productive resources 
available. The government’s deteriorated financial 
position, which implies a corresponding increase 
in the demand for savings, has thus been offset by 
an increase in business savings. On these assump- 
tions, therefore, one cannot speak of an increased 
shortage of savings which must be met by meas- 
ures designed to stimulate saving. The increased 
expenditure by the government has found its way 
to business firms in the form of higher incomes, and 
the new savings out of profits has been financing 
the increased budget deficit indirectly via the 
banking and credit system. If the increased profits 
and consequently improved liquidity in the busi- 
ness sector were to stimulate a rise in business 
investment in machinery and buildings — as seems 
to be the case in 1959 — the total income flow 
would be increased and give rise to a certain 
amount of redistribution of the expenditure and 
income surpluses. But if we can still assume that 
the balance of payments situation is not affected, 
the outcome would be an equally large rise in 
total savings. Thus under these conditions there 
is no danger with regard to savings, least of all 
business savings. “The worse government finances 
are, the higher are business profits and savings” 
is the cheerful conclusion that can be drawn from 
the above exercise with identities. And, vice versa, 
a drastic and successful purge of government 
finances would have severe contractive effects on 
business profits and savings. - 

Obviously there are serious qualifications to 
these conclusions. Such an analysis can only give 
an over-simplified, and primarily a pedagogically 
useful, picture of the relationships. The main reser- 
vation concerns the effects of the growing excess 
government expenditures on the foreign exchange 
position. Account must also be taken of the pos- 
sibility that the accompanying redistribution of 
savings in relation to investment expenditure can 


seriously complicate the working of the credit and 
capital markets. Finally, we shall discuss here some 
long term aspects of developments in savings and 
capital formation which a short-run analysis of 
the type referred to above neglects. 


The foreign exchange position and savings 


The absence of foreign exchange repercussions 
was a precondition for the favourable effect per 
se of the increased government expenditure 
sketched in the previous section, We assumed that 
there was, to use a term from the economic policy 
debate of the 1930s, adequate “international 
scope”. The higher expenditure generated in- 
comes and thence savings for domestic enterprises, 
thanks to increased production and employment, 
i. e., better utilisation of productive resources. The 
same effect could be brought about by higher 
prices if and when the limits of capacity were 
reached at various points in the economy. What is 
characteristic of the prevailing international econo- 
mic situation is, however, the strong probability 
that Swedish imports will rise fairly quickly long 
before production has attained a level in the 
neighbourhood of the full utilization of productive 
resources. In other words, part of the rise in ex- 
penditure will leak out of the country. Thus, it 
will not generate incomes at home, and not be 
transformed into domestic savings, but result in- 
stead in a fall in the foreign exchange reserves. 

In the extreme case the whole of the increase 
in government excess expenditure can conceivably 
leak out in the form of increased imports, with the 
result that no part of the government’s increased 
savings deficit is covered by business savings. The 
budget deficit will then be financed entirely 
through a decline in the exchange reserves or new 
indebtedness abroad. The deterioration in govern- 
ment finances will thereby have led in fact to a 
fall in savings — and the “shortage of savings” 
can be measured by the decline in the foreign ex- 
change reserves. Fortunately, the “leakage” cannot 
be expected to be so large or the import elasticity 
so high. The sensitiveness to strains on the reserves 
depends of course to a large extent on the econo- 
mic situation and trends abroad in relation to the 
corresponding situation in Sweden. During 1958— 
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1959 the level of employment in Sweden has in 
fact been kept high in relation to many other 
countries, both because the decline in economic 
activity has been fairly moderate and because a 
more active and expansive economic policy has 
been pursued in this country. In unfavourable 
conditions, therefore, considerable strains on our 
balance of payments can quickly arise. In a situ- 
ation where foreign trade is in the main free, 
where many industries abroad operate with more 
unutilised capacity on the average than their Swed- 
ish counterparts, and frequently also with consider- 
ably lower wage costs as well, an extra stimulus to 
the economy from the government budget can 
involve a greatly increased “leakage”, with a loss 
of foreign exchange and thus a correspondingly 
greater shortage of savings. It is therefore conceiv- 
able that a further increase in total demand within 
the country in excess of the national budget fore- 
cast by, say, about 2 per cent, which would hy- 
pothetically be necessary to make the level of em- 
ployment as high as in 1957, would be accompanied 
by a serious rise in imports. 

The active economic policy being pursued in 
Sweden already involves considerable foreign ex- 
change risks. The revised national budget estimates 
that there will be a considerable balance of cur- 
rent payments deficit (Kr. 600 m.), but as in the 
past there need not — for various reasons — be 
a corresponding decline in the exchange reserves. 
The fact that the level of aspiration as regards 
the goals of economic policy is not higher still is 
due to the increasing foreign exchange risks which 
would in all probability accompany a higher level 
of total demand, if the majority of other countries 
did not go along with this development. 

We can interpret this constraint on the pos- 
sibilities of expansion as a form of savings shortage. 
The government expenditure surplus, as well as 
the total volume of investment, could in fact rise 
above its present level without increasing foreign 
exchange risks if the propensity to save were 
simultaneously increased sufficiently to leave the 
total level of demand in the country unchanged. 
There would not then have to be any deterioration 
in the balance of payments position. This point of 
view gives reason for asserting that, in a foreign 
exchange situation which does not permit any 


extra increase in the total level of expenditure, it 
is inadequate savings which set narrow limits on 
the possibility of finding room for a growing pub- 
lic expenditure surplus and a rising volume of 
investment. 


The long-term supply of savings 


How narrow these boundaries are in Sweden or 
can be in the future depends largely on inter- 
national economic developments and their effect 
on the determinants of the foreign exchange re- 
serves, and on the economic policy pursued. But 
interwoven with more short-term determinants of 
the scope for investment, and therefore the scope 
for expansion in government finances, there are 
more long-term relationships, between the size of 
investment requirements — depending upon the 
development in productivity desired on various 
grounds — on the one hand, and the supply of 
savings on the other. These relationships are often 
only expressed in a misleading manner in the short 
term variations on the credit, capital and foreign 
exchange markets. 

During the past ten years the total gross invest- 
ment ratio in the Swedish economy has been 
relatively stable at about 30 per cent. It should 
be noted that this investment ratio includes out- 
lays for repairs and maintenance of machinery 
and equipment, and also investment for defence 
purposes. If these are excluded the gross invest- 
ment ratio has fluctuated around 20 per cent, a 
ratio customarily used in international comparisons. 


These gross investment expenditures — which for 
1958 are estimated to have been about Kr. 18,000 
m. and Kr. 12,000 m. respectively — can, with 


some adjustment for the relatively small changes 
in the balance of payments which have occurred, 
be interpreted as the gross savings accomplished 
by the economy as a whole. In so far as this 
stability of the savings ratio does not depend on 
the skill of our national income statisticians in 
finding constant relationships —- and there are 
limits to this — the reasons must in part be sought 
in certain economic relationships, in mechanisms 
which in prevailing conditions have prevented 
larger variations in savings and investment ratios. 
The problem relates to the nature of the varia- 
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bility in the savings ratio in the different sectors 
of the economy. 

In this connection considerable importance must 
be attached to the opportunities available to busi- 
ness firms for, and their skill in, guiding and 
controlling their own savings — both directly and 
indirectly — during the moderate fluctuations in 
economic activity which have occurred during this 
period. The stability of gross profit and gross sav- 
ings ratios can be partly explained by the profit- 
ability requirements placed on an investment. In 
the light of the need for a yield on their own and 
on borrowed capital, repayment of debts, extra 
depreciation because of uncertainty about prices 
and markets, etc., investment activity in the private 
sector of the economy takes place in conditions 
which, in the eyes of the entrepreneurs, look like 
giving gross profits of a reasonable amount in 
relation to investment outlays and turnover, Thus 
these profitability requirements are not altogether 
arbitrary, and under fairly stable business condi- 
tions it is not so surprising that the law of large 
numbers gives average gross profit ratios which 
are relatively stable in size. Wage increases, which 


have on various occasions been considerably in . 


excess of the rise in productivity at the time, have 
as a rule occurred during such favourable business 


conditions that firms have, generally speaking, been - 


able to compensate themselves fully by means of 
price increases, or through adjustments in the allo- 
cation of production and trade. In other, less 
favourable, business conditions that have occurred 
for various sectors of the economy it has been 
possible for firms to maintain their gross profits 
by cost reductions and extra increases in produc- 
tivity, despite wage rises which were in them- 
selves excessive. In fact, surprisingly good pos- 
sibilities have existed for accommodating cost in- 
creases within relatively stable profit margins, even 
though these opportunities may have been un- 
evenly distributed between branches and among 
the firms within a branch. The same sort of argu- 
ment applies to tax increases and other cost in- 
creases which have occurred during the period. 

In this connection it should be noted that 
private business savings constitute a very signi- 
ficant share of society’s total savings. We lack 
reliable statistics about the distribution of savings 


by sources: in particular, information about sav- 
ings by the multitude of small enterprises in agri- 


culture, trade, small scale industry and handicrafts _ 


is both difficult to obtain and to define. The 
interview investigations made by the National 
Institute of Economic Research will provide much- 
needed information in this field. In the meantime 
there is ample scope for guesswork. On the basis 
of available information from the national ac- 
counts and preliminary data from the interview 


work, the share of private business firms in total 


gross savings can be estimated to be of the order 
of magnitude of 50—60 per cent. 

Household savings — which constitute perhaps 
about 15—20 per cent of the total — certainly 
do seem to vary somewhat from year to year, but 
these variations can in part be offset in total 
savings by compensating variations in business 
savings. Thus, an extra increase in consumption 
expenditure from one year to the next which re- 
duces household savings may imply a correspond- 
ing increase in business incomes and_ business 
savings; or also a drawing on concealed reserves 
via a reduction in stocks. A large part of house- 
hold savings is contractual, through insurances, 
repayment of loans, etc., and this gives a certain 
stability to this type of household savings. 

Public savings, finally, would account for the 
remaining 25—30 per cent of total savings, and 
here, despite everything, both the central and local 
governments endeavour to satisfy certain norms in 
the matter of sound finance, at least in the longer 
run. Variations in budget savings from year to 
year tend, in so far as they are not evened-out in 
the public sector, to be offset in some measure by 
counter-variations in private business savings. In- 
creased government and local authority expendi- 
ture which is not balanced by higher taxes and 
other revenues can thus be offset by extra busi- 
ness receipts and business savings. 

It seems to be possible to find explanations 
along these lines for the stability in the gross 
savings ratio under the economic conditions which 
have prevailed during the past ten years. How- 
ever, much research remains to be done in this 
field, and in the main all I have been able to do 
here is to advance some rather unreliable hypo- 
theses. Although the analysis has of necessity been 


ee 
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to a great extent hypothetical, it does provide a 
guide for the discussion which follows about pos- 
sible developments in the near future. 


Is the level of private investment adequate? 


Can we rely on a fairly stable gross savings 
ratio continuing in the future? This question ought 
to be discussed in the light of probable shifts in 
the distribution of savings among the sectors of 
the Swedish economy. We come to the crucial 
question of whether and from what points of 
view savings can be regarded as adequate in the 
light of investment needs which arise. Of course 
assessments of this kind must be to a large extent 
hypothetical, not least with regard to the economic 
policy to be adopted. Questions concerning the 
direction of fiscal and monetary policy will be 
examined in a subsequent article in the light of 
the factors discussed here, however uncertain these 
may appear. 

The first observation to be noted is that from 
an international standpoint the Swedish gross 
investment ratio is not particularly high. Sweden 
lies somewhere in the middle of the OEEC coun- 
tries, with a lower savings ratio than Norway, West 
Germany and the Netherlands, and a higher one 
than Britain, Denmark and France. Thanks to 
the fact that per capita income in Sweden is above 
the average, indeed the highest among all the 
countries compared, according to the technique of 
measurement used, savings per head in Sweden is, 
however, in a relatively favourable position. Yet 
if we look at the distribution of capital formation 
among various sectors we find that Sweden, as 
compared, for example, with West Germany, has 
a relatively low share which goes to production 
in industry and agriculture, and a relatively high 
share in the public sector and house-building. 

It can be argued — though of course nothing 
definite can be proved — that investment require- 
ments in Swedish production and trade will be 
growing briskly during coming years because of 
the rapid technical developments and structural 
changes in foreign competition. Such requirements 
are obviously not given in any absolute sense, but 
are conditioned by a number of circumstances, 
such as the general desire that the Swedish private 


enterprise system should be able to compete both 
at home and abroad under these pressures, despite 
a relatively high wage level. The fact that the 
Swedish level of real wages lies considerably above 
that in comparable Western European countries 
means that production per man hour is on the 
average also correspondingly higher. The explana- 
tion for this favourable state of affairs must be 
sought in a number of factors, not the least of 
which is probably the existence of a comparatively 
large and modern capital equipment. 

Sweden’s relatively high wage (and thus wage- 
cost) level can only be defended and maintained in 
the future if Swedish firms in different sectors are 
in a position to retain their relative technical ad- 
vantage, which among other things necessitates 
rapid replacement and expansion of machinery 
and other capital equipment. A necessary condi- 
tion is that the supply of savings for the private 
sector is adequate, and presumably considerably 
larger on a per capita basis than in competing 
countries. In these respects Sweden’s position has, 
as mentioned above, hardly been specially favour- 
able in recent years. There is therefore a risk that 
her advantage in productivity cannot be main- 


_ tained, if and when the supply and distribution of 


savings evinces tendencies which are unfavourable 
from this point of view. 


Savings as a determinant of production 


The short-term analysis of the savings mecha- 
nism in the first section showed how an actual in- 
crease in investment activity, including a rise in 
government expenditure, could determine the ex- 
tent of savings. An enlarged budget deficit was 
offset ex post by increased business savings via a 
rise in business incomes. This Keynesian view of 
the purely passive character of savings is an ac- 
ceptable account of reality as long as there is scope 
for a sufficiently large expansion of business in- 
comes and liquidity. It was shown above how, in 
prevailing international economic and competitive 


conditions, the foreign exchange position imposes 


severe limitations on such expansion. This means 
that, after a certain level of activity has been 
reached, extra savings cannot easily be created. 
This takes us to the savings conditions for econo- 


86 SKANDINAVISKA BANKEN 


mic progress which apply in the longer run, with, 
broadly speaking, a given degree of full employ- 
ment and a given degree of capacity utilisation. If 
the economy is in equilibrium in other respects, i. e., 
as regards price stability and foreign exchange 
reserves, the magnitude of the prevailing propen- 
sity to save in the various sectors of the economy 
becomes of strategic importance for the scale and 
distribution of investment, and thence for the 
development of production and productivity. 

From this longer-term view of the problem, the 
savings ratios of 30 and 20 per cent which were 
discussed earlier may be interpreted as expressions 
of certain fairly stable figures for savings propen- 
sities which in given conditions apply in macro 
terms to households, the business sector, and the 
public sector. A certain degree of stability in the 
total savings ratio does not of course signify in- 
variability. 

Variations occur under altered conditions, e. g., 
through a change in economic policy, or shifts in 
the structure of the economy. Not the least im- 
portant are the changes in the average savings 
ratio which can be brought about by the shift in 
the distribution of income between various sectors 
of the economy. Thus the average propensity to 
save is considerably higher in the business sector 
than in the households and public sectors. The 
essential point is that, from a more long-term point 
of view, there are independent determinants ot 
the size and distribution of savings. Savings can 
no longer be viewed as passively determined by 
public and private investment expenditure. 

The perspective on fiscal policy which the 
Minister of Finance expounded in the May supple- 
ment to the Budget provides an interesting point 
of departure for discussing this question. With an 
unchanged economic policy, including unchanged 
tax rates, there is a substantially increased propen- 
sity to spend and a correspondingly reduced 
propensity to save in the government sector. As 
has been argued above, there is from the longer 
term standpoint no reason for hoping that this 
will bring about an increase in the propensity to 
save and in savings in the business sector. There is 
cause rather to reckon with a reduced savings 
ratio in this sector, as compared with earlier post- 
war years when profits margins are being squeezed 


between the relatively high wage cost level in 
Sweden and prices determined in more com- 
petitive international markets — with more over- 
capacity and less inflation. In addition, there is 
the possibility that the propensity to save of house- 
holds may be drastically reduced in connection 
with the pensions reform. As the 1957 report on 
pensions argued, it is not likely that pension fund 
savings will compensate for the decline in savings 
(not least savings through insurance companies) 
which is expected to arise in connection with the 
pensions reform.? 


Future prospects in the light of a 
numerical example 


Let us give some precision to the significance 


‘of the preceding argument by means of a nu- 


merical example. Assume that, for the sort of 
reasons indicated above, the average gross savings 
ratio in the economy declines from 30 per cent to 
27 per cent i. e., total annual gross savings is 
about Kr. 2,000 m. less during the period 1960— 
65 than it would have been in the conditions 
of the 1950s. In itself such a development does 
not appear particularly unfavourable, since the 
savings ratio is still impressively high. To com- 
plete the picture, however, we must remember 
that the public sector will probably require a larger 
share of the reduced supply of savings. This is 
indeed the “point” of the rapid increase in govern- 
ment expenditure. Suppose that the share of gross 
savings going to public investment and_house- 
building increases from its present level of 60 per 
cent to 65 per cent, an assumption that does not 
appear unrealistic in the light of the trends of 
investment expenditure which have prevailed 
during the 1950s. The result would be that pretty 
well the whole of the potential drop in savings 
hit the private enterprise sector, reducing invest- 
ment activity there by a corresponding amount. 
A level of gross investment expenditure in this 
sector during the period 1960—65 which was Kr. 
10,000 m. lower than that which would have been 
possible at an unchanged savings ratio could mean 


1 For a discussion of these problems see my article Can the 
Pensions Fund Rescue Savings? in this Quarterly, Vol. 39, No. 2. 
April 1958. 
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a significantly reduced rate of increase in produc- 
tion and productivity. On the basis of “normal” 
relations between capital and value added, or be- 
tween gross investment and increase in produc- 
tion, one can estimate very loosely that by the 
mid-1960s production in the business sector 
could conceivably have fallen about 5—10 per 
cent below the old trend as a result of this decline 
in investment. Against this “loss” in production 
would of course have to be set the addition to 
public consumption and public services which this 
reallocation in the use of productive resources 
implies. From the manner in which the nationai 
income is calculated this increase must, however, 
be relatively small. In any event the development 
of productivity in the business sector would be 
slowed down, which would bring about less 
favourable conditions in this respect than at pre- 
sent both as to Sweden’s international competitive- 
ness and as to the development of real wages. 

It should be noted that the decline in the gross 
investment ratio which the example assumes need 
not in itself involve any reduction in the level of 
employment. This relative decline in private in- 
vestment activity, which would hit the business 
sector particularly hard, is determined by the as- 
sumed reduction in the propensity to save. It ought 
to be possible to maintain the level of employment 
through a corresponding expansion of appropriate 
areas of private and public consumption. However, 
there is undoubtedly a risk that a slower rate ot 
capital formation in industry and other parts of 
the business sector might also bring with it general 
difficulties in the way of providing employment 
for a growing population in the active age groups. 

It ought also to be stated that a development 
of the kind illustrated by this example does not 
in any sense mean the slippery slope in the direc- 
tion of some sort of catastrophe. Society, through 
its politicians, would have “chosen” a different 
distribution of productive resources from the 
average of the 1950s, a distribution which provides 
relatively more immediate private and_ public 
consumption and, within the framework of rela- 
tively smaller investment, more expenditure for 
roads, schools, hospitals, etc., than in machinery 
and buildings for the purpose of raising produc- 
tion and productivity in industry and trade. One 


of the consequences would probably be a less rapid 
expansion of foreign trade, with an accompanying 
limitation on the ability to import. Employment 
may still be high, and foreign exchange difficulties 
need not result from this development, provided a 
slower growth in productivity is matched by a 
correspondingly slower rise in real wages and wage 
costs. In an enlightened democracy such as ours 
it ought to be a pressing task, if not an agreeable 
one, for our politicians to inform the public of the 
implications of such “choices” for the development 
of real wages after tax, and in this way to bring 
about an economic policy which prevents inflation 
and exchange crises. 


Shifts in savings distribution and 
economic policy 


The economic development which the numerical 
example is intended to illustrate assumes a con- 
siderable transfer of savings from the business 
sector (and households) for the purpose of finan- 
cing house-building and the excess expenditure of 
the public sector. This has in some measure been 
the usual situation during the post-war years. ‘The 
numerical example suggests, however, that the 
distribution of savings in relation to that of invest- 
ment would be more distorted in the future. The 
financing of house-building and public investment 
would probably have to take place to a consider- 
able extent via savings from business firms. The - 
setting-up of the pension fund could facilitate such 
a process, if only such a large part of the fund’s 
savings was not intended to be transferred back to 
enterprises through their right of re-borrowing! 

A process of transfer of savings of this nature, 
and.on the scale in question, faces great and in 
time growing difficulties. The surplus savings of 
business firms (the difference between savings and 
investment outlays) accumulate mainly in bank 
deposits, while at the same time — if the transfer 
mechanism is to work — the banks place these 
funds in government and mortgage loans. But the 
propensity of business firms to utilise current and 
accumulated surpluses for investment purposes 1s 
large and must in time grow. At the same time, 
the risk of excessive rises in wages, particularly 
during good years, also increases. In the long run, 
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indeed already in the fairly short run, it will be 
impossible to rely to a large extent on business 
savings as an essential source of finance for large 
and growing budget deficits. This means that not 
only the average savings ratio, as determined by 
the propensity to save in, and the distribution of 
income between, different sectors, but also the 
distribution of savings among those sectors, is of 
fundamental importance for the possibilities of 
economic development. 

I have tried in this article to discuss from vari- 
ous aspects some possible short and long-term 
trends in the development of capital formation, 
with a view to obtaining thereby some starting- 
points for an examination of the ends and means 
of economic policy. The points made here can be 
modified in various respects in order to take ac- 
count of other conceivable alternatives in develop- 
ment. It is, for example, conceivable that the ex- 


pansion of the public sector is substantially offset 
by a not improbable stagnation in the future 
development of house-building. However, in what 
manner and to what extent a growing satiation 
(at higher rent levels) is permitted to bring about 
an absolute or relative damping-down of the 
financial requirements for house-building is a 
question of economic policy. It is also possible that 
higher taxation, e. g., a general sales tax, redistri- 
butes savings in such a way that the tensions be- 
tween the distribution of savings and investment 
are reduced, and the strains on the capital market 
thereby lessened as well. One can also consider the 
possibility of a new and more enduring interna- 
tional boom with rising prices, which would “solve” 
the capital formation problem of the business sector 
along traditional inflationary patterns. As I have 
argued above, I think this alternative is less likely, 
but it must not be excluded from the discussion. 
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THE BUSINESS RESEARCH 
INSTITUTE AT THE STOCKHOLM 


SCHOOL OF ECONOMICS 


BY GUNNAR WESTERLUND 


A research institute at a university or other 
institution of higher education has many purposes. 
The foremost of these is of course to conduct 
»research» — in the full sense of the word — on 
a scientific level. Furthermore, an opportunity 
shall be provided for the members of the insti- 
tution to carry out this research on a more long- 
term basis and under stable conditions. It is natu- 
rally of importance that organized help should be 
given from the institute’s secretariate and from 
the rest of the office staff, too, with this activity, 
and that the reports on the research done should 
be published in the relevant journals. Moreover, 
participation in the work of the institution shall 
serve as part of the training given at the universi- 
ty or other educational establishment. There are 
of course many other aims, too. 

The Business Research Institute at the Stock- 
holm School of Economics (Féretagsekonomiska 
Forskningsinstitutet vid Handelshégskolan i Stock- 
holm — referred to in this article as FFI) has 
tried to attain the aims described in a number of 
ways during its lifetime, and has given priority to 
different ones at various times. 

It is a gigantic task to carry out research in the 
relatively untouched and very extensive field of 
business administration. At the beginning, the In- 
stitute’s Board of Directors considered that a very 
important object for research was to assemble, in 
a more descriptive way, data which were needed 
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for instructional purposes but which were other- 
wise not available or could be collected by other 
institutions, such as industrial institutes. It was 
simply essential to produce certain material which 
could be discussed in seminars and lectures. Among 
the Institute’s first publications there are, however, 
also to be found monographs constituting reports 
on empirical studies. 

The research work done by FFI continued, to 
a certain extent, to have a descriptive character, 
although the tasks later on became more and more 
comprehensive and their treatment more and more 
exhaustive. A touch of empiricism has always 
been a feature of FFI and its research. During 
recent years, however, the theoretical basis for 
research has become increasingly important and 
the pure methods approach has acquired greater 
interest. 

FFI has always functioned as a research insti- 
tute belonging to a school of economics and there- 
fore has its membership replenished by under- 
graduates who will ‘shortly be taking their first 
degree in business administration or — in the 
majority of cases — by graduates of the school 
who are undergoing post-graduate courses. ‘he 
Board of the Institute will, just as naturally, be 
mainly composed of professors and fellows in 
business administration and related subjects at the 
Stockholm School of Economics. 

On account of its being an institution under the 
leadership of several academicians who are able 
to pool their resources, undoubtedly more effective 
than separate »one-man institutions» under the 
direction of a single professor, the work in FFI 
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can be co-ordinated, more long-term programs can 
be planned, broader fields of study can be dealt 
with, and also financial support can be obtained 
for more large-scale investigations than would 
otherwise have been possible. 

A particularly clear development within FFI has 
been that the Institute has, in its own field at the 
School of Economics, become more and more an 
institute for post-graduate training. In actual fact, 
an overwhelming majority of all licentiate’s and 
doctor’s theses at the Stockholm School of Eco- 
nomics originate within FFI. The seminars held 
there, in which problems arising .in connection 
with the planning, conducting and analysing of 
the investigations, as well as their reporting, are 
discussed, are often looked upon as post-graduate 
seminars or seminars on the highest level, and 
they constitute an integral part of the more ad- 
vanced instruction at the School. 


Organization 


FFI will this year be celebrating its thirtieth 
anniversary. Under the name of Affdrsekonomiska 
Forskningsinstitutet it started its activities in 1929 
as a scientific institution attached to the Stockholm 
School of Economics with its directives being issued 
by the Board of the School. (Its name was changed 
to Foéretagsekonomiska Forskningsinstitutet' in 
1950). Its field of activity, which at that time was 
considerably smaller than it is now, was described 
in the directives in the following way: the Insti- 
tute shall “through collecting, studying and publish- 
ing economic data, contribute towards the solution 
of theoretical and practical problems within the 
various branches of business administration”. 

The organization, which was decided upon 30 
years ago, has remained unchanged until this day. 
It was drawn up bearing in mind that the Insti- 
tute is directly attached to the School of Eco- 
nomics and receives financial support from out- 
side. These interests are represented at the Annual 
Meeting, on the Advisory Committee and on the 
Board of Directors. 

At the end of each year of activity representa- 


tives of the contributors are summoned to the | 


Annual Meeting. At this Meeting the Institute’s 
account of activities during the past year is dis- 


cussed, as well as the auditor’s report and the 
Institute’s budget. The Advisory Committee is also 
appointed, together with one of the Institute’s 
auditors (the other auditor being selected by the 
Board of the School of Economics). 

The Advisory Committee consists of a minimum 
of 8 and a maximum of 12 persons representing 
various branches of the economy as well as the 
City of Stockholm. Together with the Institute’s 
Board it deals with matters concerning the main 


principles underlying the Institute’s activities or 


which are otherwise of major importance. Its 
meetings are generally held once a year. 

The Board of Directors, which is appointed by 
the Board of the School of Economics, is responsi- 
ble for the supervision of the Institute’s day-to- 
day work and its financial administration. It 
selects the Director of the Institute and other per- 
sonnel. At the present time the Board is composed 
of four professors of Business Administration at 
the School of Economics plus the Director of the 
Institute, who is Professor of Social Psychology. 


Development 


On account of FFI’s growth it has been found 


necessary to divide the Institute into sections, each — 


having a different research program. One program 
covers and personnel questions, 
another accounting and financial questions, another 
cost and revenue problems, another marketing and 
structural economic questions, yet another financial 
problems facing the local governments, and final- 
ly there is a research program for the Business 
Research Committee of Swedish Insurance Com- 
panies (Forsdkringsbolagens Féretagsekonomiska 
Forskningsnémnd — FFN). All in all, there are at 
the present time over 20 research workers employed 
plus a secretariate with a staff of 7. 

The purely quantitative growth has been very 
powerful. The demand for academicians with 
qualified training in business administration is 
large and constantly growing. Within the next ten 
years one can expect that some 10 chairs must be 
filled, partly because of retirement among the 
present professors and partly — and this is the 
principal reason — on account of the fact that new 
posts will most likely be created. In addition to 


management 
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this, we have the demand from the world of com- 
merce, which implies that FFI will lose a very 
considerable number of people who have not 
qualified for their licentiate’s degree. Those who 
have taken their licentiate’s degree in business 
administration are also very much in demand in 
business circles, two-third of them having up to 
now gone into industry. 

It is definitely an advantage if the personnel in 
a research institute do not remain at their posts 
for too long. This is self-evident as far as the 
research workers, and people reading for their 
licentiate’s and doctor’s degrees are concerned. For 
them, the work at the Institute is part of their 
education. The same thing should, however, also 
apply to the Director of the Institute, and it has 
become a tradition at FFI that its Director should 
be appointed for a certain period with the possi- 
bility of replacement when a suitable new candi- 
date appears. All those who have held this post 
have found that their own research activity is re- 
duced through their having to carry out the duties 
of the Institute’s Director, although most of the 
purely administrative work is handled by FFI’s 
Assistant Director. 


Financial support 


FFI’s activity is supported by the School of 
Economics financially and through the provision 
of premises and certain connected services. Further- 
more, the School of Economics assists indirectly 
through placing — to a certain extent — the 
services of the Institute’s Director at FFI’s dis- 
posal. He only gives half that instruction which it 
is customary for professors to give and he has no 
examination liability. 

The Institute is now predominatly dependent on 
the business sector for financial assistance, and, in 
some degree, on its organizations. For special in- 
vestigations, which are carried out on request or 
are otherwise of particular interest and which are 
within the Institute’s scope of activity, special 
contributions are paid by interested parties. For 
example, the section which deals with municipal 
financial questions and certain structural economic 
problems (set up towards the end of the 40s) is 
financed in this way, as is — of course — the 


Business Research Committee of Swedish Insurance 
Companies (from the beginning of the ’50s). The 
City of Stockholm has also been an important 
contributor during a five-year period of research 
devoted to the City’s business administration prob- 
lems. 

To a somewhat reduced degree, certain contri- 
butions are received as cover for the costs of special 
investigations from government research commit- 
tees, from the Council for Personnel Administra- 
tion, from the Royal School of Forestry’s Jubilee 
Fund, and so on. The Cooperative Wholesale 
Society is also to be found amongst the contribu- 
tors. Organizations belonging to the business sec- 
tor give financial aid, and international organiza- 
tions, including the European Productivity Agen- 
cy, have also provided support. 

A special foundation gives contributions for 
research in marketing psychology, with special at- 
tension being paid to advertising and marketing 
principles, in conjunction with the research activity 
which the fellow in this subject carries on at the 
School of Economics. His posts and the foundation 
were set up at the same time. 

An investigation into the effects of automation 
on office employees in the insurance branch pro- 
vides us with a good example of the diverse 
sources from which FFI receives finance for its 
research activities. This project is financed by the 
Business Research Committee of Swedish Insurance 
Companies, by the Union of Industrial, Adminis- 
trative, Clerical and Technical Employees and by 
the Union of Insurance Company Employees. The 
investigation is carried out comparatively: corres- 
ponding investigations are taking place in five 
European countries at various university institu- 
tions. The European Productivity Agency is res- 
ponsible for the financing of this international 
part of the scheme. 

However, in order to be able to finance, to the 
extent that is absolutely necessary, all the licenti- 
ate’s theses that need to be produced so that the 
requirements of industry and of the ‘academic 
world for graduates possessing a licentiate’s degree 
in business administration may be satisfied, further 
support is essential. It has been calculated that in 
order for these requirements to be met, with full 
consideration being given to the fact that for 
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various reasons these specialized academicians ave 
periodically withdrawing from these two fields, 8 
graduates in business administration must start 
reading for their licentiate’s degree every year. The 
average costs for an investigation made by such 
a person in FFI are at present about Kr. 15,000 
per annum (his remuneration not being accounted 
for in this amount). It is of course desirable that 
they are given an opportunity to work in those 
fields within a co-ordinated program which are 
suitable for their own individual talents, plans and 
academic qualifications. 


The business leaders’ discussion group 


There has been formed within FFI what may 
be called a “business leaders’ discussion group”. 
In this group participate mainly the larger com- 
panies — about 20 of them — which are re- 
presented by their chief executive. There is a 
marked stress placed on policy questions in the 
discussions that take place here. Various problems 
which are being handled in FFI, or which possibly 
will be handled there, are discussed. The results of 
FFI’s research are also presented. Through discus- 
sions of research plans and central problems of 
business policy, it can be of direct interest for the 
members to participate in the group’s work. As 
examples of the various types of problems taken 
up can be mentioned: the Euromarket, structural 
rationalization and business policy, the develop- 
ment of quantitative methods — operations re- 
search for example — and their application to 
concrete business administration problems, the 
sensitiveness of the consumer to prices and advert- 
ising, financing and investment questions, and per- 
sonnel management problems. 

Industrial enterprises, banks, insurance com- 
panies, commerce, etc., are represented in the 
group, which meets three to four times every year. 


Publications 


Every research institute must naturally publish 
the results of its investigations, and the series of 
publications takes the form of a register covering 
the activities carried out at the institute. FFI’s first 
report was published in 1929, and its latest is its 


59th. Their dimensions have shown a constant 
tendency to grow — from the 16 pages of the first 
year to volumes of over 400 pages. In addition to 
this information series, FFI has also published 15 
special reports. Furthermore, there is a special 
FFN series, in which information regarding the 
FFN section is published. So far, there have been 
8 numbers of this latter publication. 

The larger publications are modelled after the 
licentiate’s and doctor’s theses, to the extent one 
can say that we have any pattern at all in this 
respect. It is the individual research workers who 
publish their reports on the completed investiga- 
tions. The Institute now only very rarely publishes 
anything in the form of a joint, more anonymous 
report. 

Where the reports are not, by way of exception, 
written in English, they are generally furnished 
with a summary in that language. 


The direction of research 


No-one in FFI believes in any boundary be- 
tween basic research and applied research. From 
the point of view of a research institute this 
boundary is anyway immaterial. The principal 
question must be: which field of research does the 
research institute wish to cover and which methods 


‘ does it wish to use in order to do this? It is of 


course a fact that the so-called basic research of 
today can very well be the applied research of to- 
morrow, and vice-versa. One of those few occasions 
when the distinction would be of importance is 
when a contributor wants to support an investi- 
gation which will in the short run yield results in 
that field of research which he ‘himself wishes 
analysed. However, the Institute’s Board declines 
commissions of this narrow type. And here we 
should like gratefully to point out that up to now 
contributors have been most understanding and 
have appreciated the wishes of FFI’s Board to 
divert the aims of the research in that direction 
which they (the Board) consider desirable. 

FFI has not thought it advisable to make re- 
plications of studies that have already been carried 
out. It has wanted to break fresh ground, to use 
new methods or old methods in new contexts. 
FFI’s research has rather come to be directed to- 
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wards a category of investigations which can be 
characterized as empirical studies made with the 
aid of precise methods and questions, derived 
from theoretical bases, and which ultimately aims 
at giving more precision to, and at an advance- 
ment of, theory-building. 

Among the methods used can be mentioned the 
new statistical techniques which make it possible 
for reliable information to be obtained from small 
samples. These techniques can be used in market 
research. In regard to structural questions, the 
development of input-output analysis and con- 
nected lines of thought have been of very great 
help in estimating the relationship between activity 
in different stages of production and in various 
sectors. The parameter theory now gives better in- 
formation about prices, advertising and influence 
over retailers as competitive devices than had hith- 
erto been available. The theory of oligopoly has 
been broadened by new models. In this connec- 
tion, the work of Professor Térnqvist has consti- 
tuted a foundation. The theory of games has con- 
tributed to our understanding of problems of 
strategy, while the queuing theory is of great 
assistance in the solution of problems concerning 
customer service and charging. Other methods, 
too, which are usually applied to operations re- 
search are of importance when dealing with 
questions regarding stocks and purchases. Social 
psychology has contributed to our knowledge of 
consumers and buyers and their influence on the 
market. 

The application of all these methods in their 
respective fields has become a principal task for 
FFI, and the Institute looks upon it as one of its 
aims to make its members as familiar as possible 
with this “method-armoury”. 

But naturally the interest in theory and methods 
cannot be the only deciding factor in the choice 
of commissions to be undertaken in the Institute. 
Descriptive and explorative studies in new areas 
have of course also a place in FFI’s program. 

The development within FFI tends towards in- 
creased “team-work”. By this, it is not only meant 
that several research workers within roughly the 
same specialized field deal with a certain question. 
Even different branches of study have representa- 
tives in the research team, and at the Institute are, 


side by side with graduates in business administra- 
tion from the School of Economics, people with 
other Swedish or foreign academic qualifications. 

Cooperation with other research institutions, 
both within and outside of Sweden’s frontiers, has 
also been introduced so that certain fields might 
be covered jointly. 

The Board of FFI would like to contribute to- 
wards a further systematic training of the Insti- 
tute’s members outside of the School of Economics, 
too. Statistics, mathematics, sociology, psychology, 
economics — are all specialized subjects in which 
the Board likes to see the Institute’s members 
academically qualified. Pretty well all the research 
workers spend a reasonably long period abroad at 
other universities, and a year in the United States 
constitutes, almost without exception, a part of 
their education. 

FFI has also had the privilege of receiving visit- 
ing research workers who have, to a greater or less 
degree, directly participated in the work, led 
seminars and put themselves at the Institute’s 
disposal in connection with discussions. In this 
regard, the U. S. A. has been represented most of 
all, but the Institution has also had the pleasure of 
receiving visits from European guests. 


Trends in development 


In the middle of the 40s FFI turned its atten- 
tion from descriptions of cost conditions in 
various branches to studies of special economic 
problems. However, as has been indicated, special 
studies of economic questions were published as 
early as in the °30s, such as for example, the Insti- 
tute’s first publication — “Cost Analysis and Price- 
Fixing in the Retail Trade”, and somewhat later 
came “Distribution Channels: A Criticism”, both 
by Professor G. Tornqvist. The development 
continued in the direction referred to above during 
the ’50s, but with more co-ordinated efforts, the 
research often being carried out by special teams 
formed within the Institute. These tendencies are 
illustrated below with examples. 

The work in the field of research dealing with 
structural economic questions and problems of 
municipal finance has, during the ’50s, been under 
the direction of Professor Folke Kristensson. ‘This 
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research has yielded a long series of results in the 
form of investigations into the special problems 
confronting the City of Stockholm. I can mention 
in this connection S. Gustafsson’s “Facilities and 
Operations of the Port of Stockholm — An Analy- 
sis of Structure and Costs”, L. Adler’s “A Study 
in the Marketing of Perishable Food Stuffs in 
Greater Stockholm”, and R. Artle’s recently pub- 
lished doctor’s thesis “Studies in the Structure of 
the Stockholm Economy”. Among the larger pro- 
jects currently under way there is S. Gustafsson’s 
“Investigation into the Impacts on Municipal 
Economy of Different Land Uses”. © 

In the field of distribution we find Hansson 
and Sjobere’s “The Structure of the Retail Trade 
— Lines of Goods and Brands of Merchandise” 
and K. E. Warneryd’s “Motives and Decisions in 
Management’s Marketing Policy”. We can also 
mention here an investigation which has been 
under preparation for some time with the title 
“The Aims and Means of the Sales Organization”. 
As far as the field of marketing psychology is 
concerned, investigations are being carried out in 
educational and suggestive advertising. 

Cost and revenue analysis and administrative 
economic questions are now handled with one of 
the principal aims being to try to make use of 
quantitative methods. The type of work in this 
sphere has changed its character over recent years 
very substantially. Earlier investigations in this 
direction are K. Redlund and E. Igestedt’s “Cost 
and Revenue Problems in Textile Retailing”, T. 
Paulsson-Frenckner’s “Intra-Company Pricing” and 
A. Sjoberg’s “An Analysis of Costs and Revenues 
in the Sale of Alcoholic Beverages in Restaurants”. 
At the present time more advanced investigations 
are being conducted, such as for example, into the 
methods for the analysis of cost and revenue varia- 
tions, and models for the choice of prise policy 
and of clientele, in the wholesale business. 

In the field of personnel management and busi- 
ness organization a considerable development has 
taken place. This sphere of research was first dealt 
with in the Institute by one of its former Direc- 
tors — Sune Carlson. I can here mention works 
such as R. Héglund’s “The Enterprise in Society” 
— a study of the relations between five leading 
industrial enterprises and society at large, E. L. 


Henriksson’s “Absence from Work” and Carlson 
and Ernmark’s “A Swedish Study on Personnel 
Relations». In addition, there is, for example, an 
investigation at present being made into the effects 
of automation upon the personnel and manage- 
ment in insurance companies’ offices. 

Accounting and financial questions have always 
been of interest for the Institute. Professor Oskar 
Sillén initiated the development in this field and 
Professor Vasthagen has been chiefly responsible 
for its continuation. Among the works published in 
this connection, we have Professor Vasthagen’s 
“Free Depreciation 1938—1951” in two volumes, 
P. V. A. Hanner’s “Accounting Techniques in 
Practice” and S. E. Johansson’s “The Choice be- 
tween Monetary Loans and Purchasing Power 
Loans particularly in relation to Income Tax”. A 
work currently under preparation deals with in- 


vestment funds as a means of countering business - 


fluctuations. 


Future prospects 


FFI’s Board of Directors hopes to be able to 
work in the future with greater latitude, especially 
as far as financing is concerned, using funds which 


_ are not destined for a specific purpose. This would 


make it possible to plan an investigation with a 
well co-ordinated program. In this program op- 
portunities would be provided for each of those 
reading for their licentiate’s and doctor’s degrees 
to choose those tasks which lie within his own 
particular field of interest and _ specialization. 
Should certain individual works expand very much, 
it is FFI’s hope that a special type of financing — 
the same as has been used in the past — would 
make possible intensive and penetrating research 
in limited areas. 

A further prerequisite is, however, that — the 
time that can be disposed by particularly the pro- 
fessors and research fellows for the supervision of 
the work are sufficient to meet the increased de- 
mands. Only when these conditions have been ful- 
filled can FFI satisfactorily serve its purpose as an 
integral part of the higher instruction in business 
administration at the Stockholm School of Eco- 
nomics. 


| 
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SWEDISH COMPANY ACCOUNTS FOR 1958 


Last year’s development in the large Swedish 
companies: reflected the recession in economic ac- 
tivity which began during 1957 and which to a 
great extent made itself felt during the whole of 
1958. During the past year Swedish industrial pro- 
duction stagnated, foreign trade fell off and em- 
ployment figures were considerably lower than in 
1957. On the other hand, there was a marked in- 
crease in investments, not least within industry. 

In spite of the recession, the companies reported 
a very insignificant total decline in turnover, the 
figures for last year being only 0.5 per cent lower 
than in 1957. However, the year 1958 marks the 
end of a long series of rather steep increases in 
turnover experienced by the companies under 
review. In 1957 the rise was 7 per cent, and during 
the three immediately preceding years approxi- 
mately 10 per cent a year. 

-Moreover, the figure mentioned for 1958 con- 
ceals appreciable differences between the various 
branches. Closer analysis of the trend gives a much 
less favourable picture. Of 92 companies which 
have published turnover figures, there were in ac- 
tual fact 48 which reported lower, 2 which report- 
ed unchanged, and 42 which reported increased 
sales figures. With regard to the iron and steel 
works, for example, all 7 companies in this sector 
showed a reduced turnover. Of 5 combined timber 
and iron companies, there was only one which 
reported an increase, and in forestry merely 2 from 
11. All 5 shipping companies had also suffered re- 
ductions in sales. The only branch of importance 
which reported continued expansion was the engi- 
neering industry (inc. ship-building). Of 27 investi- 
gated companies belonging to this group, there 


1 The investigation comprises some 100 large Swedish com- 
panies, representing various fields of activity, with a turnover 
of approximately Kr. 14,000 million and employing altogether 
around 270,000 workers. A similar survey appeared in the 
1958; 3 issue of this Quarterly. 


were only 7 which had experienced lower turn- 
over figures, total sales having risen between 1957 
and 1958 by almost 11 per cent. One of these 
companies, AB Volvo, had an increase of not less 
than 17 per cent. 

As concerns costs, wages showed a further rise 
of 3.6 per cent, this increase being considerably 
smaller than during the years 1955 to 1957, when 
wages rose by 8.9 and 12 per cent, respectively. 
The moderate increase during 1958 was due, to a 
great extent, to the number of employees having 
dropped by very nearly 2 per cent, after advancing 
by about 2 per cent during the preceding years. 
The reduction during 1958 refers to both workers 
and white-collar employees and is a natural conse- 
quence of the pronounced slow-down in economic 
activity. 

With regard to other costs, there is not sufficient 
information in the annual reports to enable any 
definite figures to be quoted. In some cases prices 
of, for example, fuel and a number of raw mate- 
rials have been following a downward trend over 
the year, while in other cases there has been no 
price drop. The total development of manufactur- 
ing and distribution costs other than wages has, 
however, not been such as to offset the rising 
wage costs. The companies’ gross profits, i. e., 
profits before taxes, depreciation and allocations, 
dipped during the course of 1958 by 2 per cent, 
after having risen in the two previous years to the 
tune of 7—9 per cent. It was, above all, the de- 
velopment in such branches as ore-mining and the 
iron-works which pulled down the gross results 
for 1958, while the engineering industry and the 
shipyards, for example, showed a rather impressive 
increase in profits. 

The poorer results during 1958 and the decline 
in investment duties led to a distinct decrease in 
the companies’ taxes. On the other hand, deprecia- 


96 SKANDINAVISKA BANKEN 


—— 


tion on both buildings and machines increased as 
a consequence of the further rise in fixed assets 
over the year. Allocations to pension funds 
amounted to approximately the same figure as 
in 1957, while allocations to investment funds 
showed a very steep rise. 

The companies’ net profits fell thereby from Kr. 
539 million in 1957 to Kr. 509 million in 1958, i. e., 
by practically 6 per cent. Of the 96 companies 
under examination, 46 reported lower profits. 
Even in the engineering industry — where an 
overall expansion was experienced — the trend of 
profits was relatively unfavourable. Of the 28 
companies in this group there were only 16 which 
could report a rise in net profits, although sales 
were — as mentioned earlier — considerably in- 
creased. 

Total dividends rose in the companies under 
review by Kr. 8 million as against Kr. 7 million in 
1957. In the majority of cases, however, dividends 
were unchanged. In 9 companies they were re- 
duced, while in 16 they were increased. In most 
instances, dividend rises were in connection with 
an increase in capital. Dividends in relation to 
capital and reserves fell to 4.3 per cent, compared 
with 4.4 per cent in 1957 and 5.2 per cent in 
1956. 

In the companies’ balance sheets fixed assets 
have, as the table indicates, increased to a con- 


siderably less extent than during 1957. That year’s 
very big rise was, however, in large measure a 
result of the transaction between the Government 
and Grangesbergsbolaget in regard to LKAB shares 
and the figures are therefore not comparable. On 
the other hand, the rise in fixed assets in 1958 is 
essentially a consequence of the substantial invest- 
ment activity that has taken place over the year. 
Among current assets a decline in stocks is ob- 
served. During 1958 the tendency towards large 
increases in stocks, which had been prevailing dur- 
ing the two immediately preceding years, was ar- 
rested and there was a switch-over to a rather 
substantial reduction in stocks. Cash in hand and 
bank balances rose a good deal more than in 


1957, but were affected — as during the previous: 


year — by the Government’s payments to Granges- 
bergsbolaget for the LKAB shares. It is, however, 
an unmistakable fact that there has been a further 
improvement in liquidity during 1958. 

This is also clear from studying the liabilities 
side of the balance sheets. Current liabilities, i, e., 
mainly debts owing to suppliers and bank loans, 
have dropped sharply in 1958. Long-term liabilities 
have risen at about the same rate as in 1957, but 
current liabilities have fallen more rapidly. Thus, 
total liabilities in the companies examined have 
decreased during 1958. It is, moreover, to be ob- 
served that the larger part of the increase in long- 


Summary of the balance sheets of about 100 large Swedish companies (Kr. million) 


1956 
Assets 
Grrentrassets sec aeeie aes oo elas ere arene eter 8,506 
Ol WIMIGENSISCOCKS <isig aii citwie sie orcis rs c lofeeiee ett eaten (3,345) 
cash in hand and at bank ........ (1.745) 
Fixed assets eater sticisie <0) oes Seis odaliat one sarin Oe 6,791 
Total assets 15,297 
Liabilities 
Gurrent ltabilitiesinsanc aeitens vs - «0.0 eestor 5,659 
Long-term liabilities fei nares. steals erties 2319): 
of which: allocated to pension funds .......... (1,053) 
Capital and reserves .......... ny retusnbiieg iets erate 6,843 


Total liabilities 15,297 


Net profits’ pi. icc. <cree eters tee fete at nly tise detent 519 
Dividends 
Dividends as a percentage of capital and reserves aye 


Increase or decrease 


1957 1958 1956-57 1957-58 
9,115 9,051 + 609 — 64 
(3,541) (3,311) (+ 196) (— 230) 
(1,997) (2,363) (+ 252) (+ 366) 
7,958 8,342 + 1,167 + 384 
17,073 17,393 + 1,776 + 320 
5,753 5,237 + 94 — 516 
3,135 3,533 + 340 + 398 
(1,322) (1,578) (+ 269) (+ 256) 
8,185 8.623 + 1,342 + 438 
17,073 17,393 + 1,776 + 320 
539 509 + 20 — 30 
364 372 of 8 

4,4 43 


ee 
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term liabilities consisted of allocations to pension 
funds, which constitute capital that is tied-up with- 
in the company on a very long-term basis — it 
can in fact be almost described as belonging to 
the company’s own capital. The visible capital and 
reserves rose considerably during 1958. By virtue 
of the LKAB transaction in 1957, it is difficult to 
make a comparison in the table with that year’s 
figures. If the effects of this transaction on capital 


and reserves in 1957 are disregarded, then a com- 
parison with 1958 indicates a much larger in- 
crease last year. So according to the balance sheets 
there was in 1958 a substantial improvement in 
the reviewed companies’ financial position despite 
the somewhat worsened development of profits. 
The ratio between the companies’ own capital and 
borrowed capital improved, and liquidity par- 
ticularly in the form of cash — rose. BOS: 
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THE ECONOMIC SITUATION 


The economic recession which hit Sweden in 
the autumn of 1957 was the cause of last year’s 
running-down of stocks and reduced foreign 
trade, as well as a mainly unchanged level of 
production compared with 1957. Under the in- 
fluence of an improvement in international eco- 
nomic conditions and a policy which has stimu- 
lated employment, production in 1959 has begun 
to rise in several important sectors, at the same 
time as unemployment has fallen. As during 
previous recessions, however, there has been a 
rolling adjustment, that is to say, certain branches 
first feel the effects of the decline only after other 
sectors have already passed the low point. This is 
the case with the timber industry, for instance, 
where production was rising and stocks being built 
up during 1958, but with the reverse applying in 
1959. Other branches of industry have not yet 
been affected to any great extent by the falling 
off in business activity. Thus, output and em- 
ployment figures in building and construction ac- 
tivity have been rising during both 1958 and 
1959. The production of ships has continued to 
increase, and no decline has been experienced in 
trade and government activity. As far as house- 
building is concerned, however, a peak seems to 
have been reached this year and any further ex- 
pansion is hardly to be expected, while the ship- 
building industry can encounter increasing pro- 
duction difficulties on account of the inflow of 
orders being so low. 

Finally, we have a group of branches suffering 
from long-term difficulties of adjustment which 
have been aggravated by the recession. The textile 
and clothing industry belongs to this group, al- 
though a certain improvement has taken place 
there during the spring of 1959. The rationali- 
zation which is being carried through in forestry 
implies a tendency towards a reduction in employ- 
ment, and a serious increase in unemployment has 
arisen as a result. 


The problems surrounding the decline in busi- 
ness activity are now being succeeded to an in- 
creasing extent by others in connection with the 
incipient expansion. Perhaps the most critical is 
that of inflation. The fears of inflation have re- 
ceived fresh stimulation in spite of the stable level 
of consumer prices over the past twelve months. 
While there is anxiety in the United States princi- 
pally about prices being forced up through wage 
increases, we here in Sweden have seen a serious 
inflationary threat in the form of the growing 
budget deficits. By virtue of the latter’s liquidity- 
raising effect, an exaggerated internal expansion 
can come into existence. Bearing in mind these 
factors, the “deflationary-gap estimate” presented 
in the revised National Budget in April, 1959, can 
be rather misleading. It was shown there that the 
gross national product forecast for 1959, with an 
increase of 2 per cent over 1958, implied in actual 
fact a certain underutilization of the country’s 
productive resources in the shape of labour and 
capital. A comparison with 1957 — a year of full 
employment — indicated that there would be 
room for a total increase in demand of about 2 
per cent over and above that level which was 
then predicted. However, it can be said that this 
“deflationary-gap estimate” actually contains a 
“hidden” inflationary threat, which is now mak- 
ing itself felt. In the National Budget an economic 
development was reckoned with in which, despite 
a general rise in production, there would be no 
increase in stocks — on the contrary, a positive 
reduction was expected — and in which the le- 
vel of demand would be damped down or the 
supply of goods maintained through a substantial 
deficit in the balance of payments on current ac- 
count. When the decrease in stocks now, in 1959, 
is in fact turned into an increase — as is indi- 
cated in the following — and any deficit in the 
balance of payments does not perhaps materialize 
during 1959, then the apparent deflationary-gap 
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is easily transformed into an inflationary threat. 
It is this that is evidently taking place in the 
Swedish economy. The fears of inflation are, as 
is pointed out above intensified by the Govern- 
ment’s budget deficit, and the accompanying in- 
crease in liquidity for the banks and business enter- 
prises, as well as by concern over the autumn’s tax 
and wage settlements. However, as is discussed 
more thoroughly later on, the inflationary tenden- 
cies in the Swedish economy can be held back by 
a less inflationary economic revival abroad. 


The international situation 


The economic recession, which is now on its 
last legs, can be said to have shown the obvious 
similarity between the American and the Euro- 
pean business cycle. At the same time, however, it 
has been demonstrated that the American reces- 
sion, as we have witnessed earlier during the post- 
war period, is not the only, or even the principal 
cause of the West European downswing. 

In the United States the May figures for in- 
dustrial production had “exceeded the previous 
peak attained in December, 1956, by 3 per cent, 
while the figures noted at the bottom of the de- 
cline in April, 1958, had been bettered to the 
tune of 21 per cent. The output of durable con- 
sumer goods was in April 40 per cent greater than 
last year, and at the same time the output of 


Foreign Trade (Million Kr) 
(Current 3-months averages) 


A Imports 
B Exports 
C Import surplus 


Source: Board of Trade 


1959 


1956 1957 1958 


other consumer goods reached new highs. Con- 
tracts for house-building have been increased by 
30 per ‘cent as compared with last year, which 
should mean a continued rise in building activity. 

However, this increase in activity brings with it 
greater risks of a general rise in prices. Since July, 
1958, wholesale prices have been climbing while 
consumer prices, on the other hand, have so far 
remained stable. The number of employed has not 
increased at the same pace as production, this 
being partly a result of rationalization and partly 
on account of the fact that the working week has 
been lengthened. The number of unemployed was 
in May, 1959, less than 5 per cent of the total 
labour force for the first time in 18 months. 

The development of American foreign trade, 
which has been of particular significance for 
Western Europe and Sweden, shows that imports 
during the first quarter of 1959 were 14 per cent 
higher than last year. The following table illus- 
trates the quarterly development of American im- 
ports and exports compared with the correspond- 
ing period in the previous year (as a percentage) : 


1958 1959 

I II Ill IV I 
ImMpovtss jy. we terns =a —4—2 —44 5 + 14 
IEXPOLTS SOR Sor ean tera» —20 —18 —15 —Ill — 6 


1 exc. military aid 


Two-thirds of the decline in exports experienced 
from 1957 to 1958 relate to seven categories of 


Price Trends in Foreign Trade (1949 = 100) 


A Export Price Index 
B Import Price Index 


Source: Board of Trade 


1958 


1956 1957 1959 
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goods: oil and oil products, cotton, wheat, coal, 
iron and steel products, scrap-iron, and other met- 
als besides iron and iron alloys. The exports of 
oil, as well as of cotton and wheat, were unusually 
high in 1957. As far as the exports of the other 
products are concerned, the effects of the West 
European recession have been felt. Moreover, a 
number of other commodity groups have undoubt- 
edly been robbed of some of their competitive 
power. 

With regard to the OEEC countries, their ex- 
ports to the United States rose by 3 per cent from 
1957 to 1958, while at the same time their im- 
ports from this latter country were reduced. A 
good half of the deterioration in the United States 
trade balance from 1957 to 1958 relates to trade 
with the OEEC countries. It can thus not be said 
that the American recession has directly affected 
the European economy in an unfavourable way. 

In the countries of Western Europe, too, the 
1958 decline has generally been followed by a re- 
vival in 1959. In Great Britain, the recession — 
the total effect of which only led to a slow-down 
in the rate of increase in production — was caused 
by lower exports and a running-down of stocks. 
Industrial production has now clearly begun to 
rise more briskly, so that in April it was 2—3 per 
cent above the corresponding level of last year. 
The upswing is expected to bring with it an in- 


crease of 5 per cent in industrial production dur- 


Foreign Exchange Reserves of Commercial Banks and 
the Riksbank 
B Commercial banks and the Riksbank 
A Commercial banks 
Source: Sveriges Riksbank 


ing the course of 1959. This forecast in based 
on the prognosis that total demand is rising. Thus, 
consumption is expected to continue to advance 
although the incentive from the _hire-purchase 
trade to the buying of durable consumer goods 1s 
likely to be reduced. The recently presented Budget 
is expected to have a stimulating influence on pri- 
vate investments, despite the fact that there is a 
certain amount of surplus capacity in various 


branches of industry. Investments in personally- 


owned homes are expected to continue to climb, 
and even house-building in the public sector 
should again begin to increase after the downward 
movement experienced up to now. Public expendi- 
ture will most probably rise only insignificantly 
during 1959. Investments in stocks have begun to 
grow again. The total rise in demand has already 
led to briskly increasing imports. Due to the fact 
that exports have shown signs of advancing despite 
forecasts that they would remain at the 1958 level, 
the upward movement of imports should also be 
supported in this way. It is worth pointing out 
that during 1958 there was a drop in British ex- 
ports to all areas except for North America. The 
increase in exports in April and May, 1959, is, 
moreover, pretty well exclusively directed towards 
the United States. 

In the remainder of Western Europe the reces- 
sion has, broadly speaking, 
France’s rapid economic expansion has, however, 


been conquered. 


Labour Market Situation 
(in thousands of persons) 
A Employment in industry 


B Total unemployment 
C Changes in unemployment since a year ago (in per cent) 


Source: Labour Market Board 
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been appreciably checked during the latter part 
of 1958 and the early part of 1959. The causes of 
this development are partly to be found in re- 
ductions in personal and public consumption and 
partly in the lower rate of increase in investments 
and exports. In Western Germany production and 
employment have, after falling off to a certain 
degree during 1958, continued to rise during 1959. 
Since reaching its peak in January unemployment 
has dropped and has throughout the last twelve 
months kept under last year’s level. The economic 
revival has been given a powerful fillip by the 
increase in building activity, by foreign trade and 
by virtue of the de-stocking policy’s having been 
practically brought to an end. Incoming orders 
to industry have so far during 1959 — in contrast 
to 1958 — outstripped production. This is the 
case with the steel industry, which has, however, 
been especially favoured by speculation in regard 
to the American steel strike, and — above all — 
the engineering industry. The number of incoming 
orders from abroad has been particularly high. 
‘The following table gives some idea of the devel- 
opment of German foreign trade (expressed as a 
percentage and compared with the corresponding 
period in the preceding year): 


1958 1959 
Volume Jan.-March April 
BEEKTDONES ME hats ct hale. § sux farw wilco) e 0.4, +4 +6 + 14 
SIT ORIS ate einen cists ciate she's > +7 +5 + 28 


Deposits and Advances of the Commercial Banks 


( Milliard Kr. ef 


A Advances 

B Deposits 

CG Advances + Cash, Treasury Bills & Bonds 
Source: Banking Inspection Board 


1956 1957 1958 1959 


Value 
Exportsiis seuatersrtoenaastetopts +3 + 3 +11 
LImpOutsne seas Ciao ge erie eee —2 —2 +21 


The impressive rise in the volume of imports 
during 1958 — unequalled in Europe — has not 
been matched by an increase in the value of im- 
ports. Not until February—April, 1959, did the 
value begin to rise, too. : 

As far as the other Scandinavian countries are 
concerned, Norway and Finland suffered a reduc- 
tion in their gross national products during 1958, 
while the Danish economy showed some improve- 
ment last year. For 1959 one can probably predict 
an upward economic trend in all three countries. 
From a Swedish point of view, it is interesting to 
note that Denmark and Norway are expecting an 
increase in the volume of their imports of 10— 
15 per cent and 4—5 per cent, respectively, during 
1959. The corresponding figure for another big 
Swedish customer, the Netherlands, is 9 per cent. 

To sum up then, it can be said that the con- 
traction in international trade during 1958 con- 
tributed to the diffusion of a decline in economic 
conditions, which was principally caused by a liq- 
uidation of stocks and surplus capacity in certain 
industries. The high import propensity of Western 
Germany and the United States was instrumental, 
however, in preventing the situation from devel- 
oping into something more serious. The primary- 
producing countries — often of strategic impor- 


Share Index 


A Home Market Industry 
B Other Industry 
C Banks 


Source: Skandinaviska Banken 
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tance in connection with international business 
conditions — were able, in spite of lower incomes 
from exports, to maintain the level of their im- 
ports relatively well; and thanks to foreign cur- 
rency credits, their exchange difficulties were few. 
With rising incomes during 1959 their possibilities 
of expanding their imports should increase. The 
higher level of activity during 1959 appears to 
cover a wide front and to be rapidly spreading 
via foreign trade. 

It is, however, impossible to give any indication 
as to how stable and how long the prevailing up- 
swing can be. The accumulation of stocks and of 
course, to an even greater extent, the speculation 
in regard to an American steel strike can only 
provide the foundation for a general economic 
upswing in the short run. Should a price rise get 
under way then a somewhat lengthy boom can 
probably be expected, but the risk of a more 
severe recession would thereby increase. The up- 
swing will have a more stable basis to the extent 
that building investments and other investments 
of a long-term nature, as well as public expendi- 
ture, play a part in the expansion, and that this, 
furthermore, is sufficiently evenly diffused inter- 
nationally so that various countries do not en- 
counter foreign exchange difficulties. It is, how- 
ever, with regard to just this point that one can 
entertain certain doubts as to the stability of the 
upswing in the somewhat longer run, As has been 
emphasized above, there is still so much surplus 
capacity in so many branches of industry and in 
so many countries that an expansion can easily be 
checked. Investment activity can be held back and, 
at the same time, the problem of surplus capacity 
can lead to cut-throat price competition in these 
areas, too. Having regard to these circumstances, 
the present business revival can take on a different 
form — be less inflationary — than previous up- 
swings during the post-war period. 


Production and investments in Sweden 


On the average, industrial production in Sweden 
was as high during 1958 as during 1957. However, 
the development over the year shows a distinct 
depression as compared with the more “normal” 


fluctuations during 1957. The percentage changes 
compared with the corresponding period one year 
earlier are given in the following table: 


1958 1959 
I qtr II qtr III qtr IV qtr I qtr Jan.-Febr. March-April 
+1 —1 —1 0 0 —1/, 0 


The development of production has been sharply 
divided between the various branches. ‘The iron 
and metal works, the production of which has been 
rising briskly ever since the third quarter of 1958, 
belong to the most expansive sectors. For the pe- 
riod January to April, output in this branch in- 
creased by 12 per cent from 1958 to 1959. This. 
is due to the reversal in the earlier stock-liquida- 
tion policy both in Sweden and abroad. The first 
upswing on the continent was initiated by Amer- 
ican purchases, but the continued improvement 
was doubtlessly caused by higher investments and 
a replenishment of stocks. The 1957—58 decline 
in the iron and steel industry brought with it a 
relatively steep fall in iron and steel prices of 
exports and, particularly, of home market products 
as a result of keener competition from imports. 
The prevailing upswing has chiefly found expres- 
sion in a powerful increase in the volume of pro- 
duction. Only recently have prices shown a ten- 
dency to rise. The drop in iron ore production, 
on the other hand, came later and has not yet 
been halted, although the rate of decrease has 
fallen. From the following table can be seen the 
quarterly changes in output as compared with the 
same period in the previous year: 


1958 1959 
i II Ill IV i 
+2 —3 —10 a — 13 


The downward adjustments in ore prices made 
at the turn of the year most probably contributed 
towards a somewhat more stable development. 

The output of the engineering industry (exc. 
ship-building) can, generally speaking, be esti- 
mated to have been unchanged from 1957 to 
1958 despite the fact that production for export 
declined. However, the first four months of 1959 
have witnessed a reversal in this tendency, pro- 
duction for.export having shown a better develop- 
ment than production for the home market. As 


— 
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far as ship-building is concerned, production rose 
from 1957 to 1958 in spite of the low order inflow 
and less repair work. This latter factor, plus the 
tendency towards greater average tonnage, has 
involved the smaller shipyards in difficulties, 
which have led to curtailments in production. The 
employment figures for the larger shipyards for 
the period January to April, 1959, point for the 
first time to a reduction in output there, too. This 
is principally due to the decline in repair work, 
for the tonnage under construction has simultane- 
ously increased. 

The output of the timber industry advanced 
from 1957 to 1958 despite a deterioration in 
conditions on the export markets. True, domestic 
consumption increased in connection with the in- 
tensive building activity, but the development 
nonetheless led to heavy stockpiling. During 1959 
the exports of timber have so far been consider- 
ably greater than during the spring of 1958. As a 
consequence of large stocks at the turn of the 
year, however, production has dropped by 8 per 
cent from the first four months of 1958 to the 
same period this year. 

Production of paper pulp declined as much as 
5 per cent from 1957 to 1958. However, in connec- 
tion with higher demand from abroad — at lower 
prices — an improvement has taken place in the 
development of production, which has not yet, 
though, exceeded last year’s value. The output 
of paper remained unchanged between 1957 and 
1958, yet as from the fourth quarter of 1958 it 
has been 8 to 10 per cent higher than in the pre- 
vious year. This expansion can be principally at- 
tributed to exports. These were 17 per cent greater 
during the first four months of 1959 than during 
the corresponding period in 1958, which, in turn, 
can be attributed to increased exports of news- 
print, kraft paper and cardboard. Nevertheless, 
there are still certain limits on production. 

In the textile and clothing industry output was 
reduced by 6 per cent from 1957 to 1958. The 
rate of this decline has continued unabated during 
1959 under pressure from, in particular, increased 
imports of finished textiles. However, even in this 
sector incoming orders and output seem to be 
improving. 

Production in agriculture dipped from 1957 to 


1958 as a consequence of bad weather and a re- 
duction in acreage cultivated, and was thus less 
than the average for the whole of the ’50s. In- 
formation about acreage sown, winter conditions, 
etc., points to the probability of an increase in 
production during 1959, given “normal” weather. 

Forestry, too, experienced a decline in produc- 
tion from 1957 to 1958. The large stocks in the 
timber industry and the — as always — rather 
inactive pulp market have caused a further re- 
duction in felling during 1959, which has been 
evidenced in, amongst other things, the number 
of employed woodmen having dropped by 13,000 
from the winter of 1958 to that of 1959. 

In spite of the limited activity in certain branches 
of the economy, the gross national product did, as 
mentioned, rise somewhat between 1957 and 1958. 
This was due to a great extent to the high rate 
of investment activity and the accompanying in- 
creases in production in, inter alia, building and 
construction work. Gross investments by manufac- 
turing industry in building and construction ac- 
tivity thus rose by 12 per cent between these years, 
and in machines and equipment by 11 per cent. 
In January, 1959, the National Budget forecast a 
decline in investment activity during 1959. How- 
ever, prognoses advanced in March show that 
opinions have changed and that a rise of 4 per 
cent is now expected for the year as a whole. 
During the period January to April, industry lodged 
applications for building permits with, in toto, 
25 per cent higher building costs than during the 
same time in 1958. This can, however, be partly 
a question of nothing more than an accumulation 
of projects, undertaken in order to take advantage 
of the National Labour Market Board’s relaxations 
in regard to the previously tied-up investment 
funds. 

Housing investments (inc. maintenance) went 
up by 4 per cent from 1957 to 1958, and are 
estimated to have advanced by 5 per cent up to 
1959. During the past winter, house production 
has, on account of earlier starts beimg made dur- 
ing the autumn and better weather during the 
winter, been able to be kept up at a higher level 
than during the winter of 1958. The number of 
flats in buildings under construction was thus 
about 60,000 during the first four months of this 
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year as compared with about 50,000 during the 
same period last year. 


The labour market 


The situation on the labour market has im- 
proved during the spring. In January, unemploy- 
ment reached its highest level during the post- 
war period — 73,000 — but since then it has 
dropped rapidly. Thus, the number of unemployed 
was, during the period from March to May of 
this year, about 10,000 less than in the spring of 
last year. The level of unemployment has thereby 
fallen to that obtaining in the spring of 1957 
before the recession. 

The reduction in unemployment during the 
months February to April, compared with the 
same period in 1958, involved almost exclusively 
the workers in the building industry, the building 
materials industry and, as from March, in agri- 
culture, too. In April the unemployment figures 
were also lower than last year in the metal in- 
dustry; and in May there was less unemployment 
as compared with 1958 in practically all trades. 

However, according to a special investigation 
conducted in May, roughly 3.5 per cent of the 
working population was unemployed. This figure 
includes such categories as young people who have 


just left school, housewives, those not registered at 


the employment exchanges, etc. 

The higher level of unemployment in 1958 as 
compared with 1957 must be looked at with due 
consideration being paid to the fact that, generally 
speaking, there was an unchanged level of employ- 
ment in the economy compared with 1957, but an 
extra large addition to the working populace was 
provided by those big age-groups leaving school. 
The mainly unchanged employment figures were, 
however, made up of reductions in industry, for- 
estry and agriculture and increases in building and 
construction activity as well as in the service 
trades. 

Employment in industry has continued to fall 
during the spring of 1959, but a turning-point 
seems to have been passed at the end of last year. 
The following table indicates the changes in the 
number of employees in industry (as a percen- 
tage) : 


1957—58 1958—59 1957—59 
January: snout. oes — 0.3 — 3.5 — 3.8 
February2. tenance — 0.7 — 3.4 — 4,1 
March isa te aerate —1.2 — 2.8 — 4.0 
Apriliend reat. cee —1.5 —1.9 — 3.4 


The mining industry, in particular, has suffered 
from a reduction in the number of employees — 
11 per cent from April, 1958, to the same month 
in 1959. The corresponding figure for the textile 
and clothing industry was 7 per cent, and for the 
metal and engineering industry 2 per cent. While 
employment in the engineering industry’s (exc. 
ship-building) production for the domestic market 
has continued to drop, a marked reversal has oc- 
curred over recent months in respect to employ- 
ment in production for export. 


Changes in the number of man-hours from the corresponding 
period last year (as a percentage) 


Home Export 


market market Total 
1958: Ist quarter.... —2 —2 —2 
Inde ya bea. —2 —4 —3 
3rd WD Mesos —1 —6 —2 
4th Se eee 0 —8 —2 

1959: Jan.-Febr. .... —2 —3 —2. 
March-April .. —2 +2 —l 


This reversal relates, first and foremost, to the 
engineering workshops and foundries as well as 
to the iron and metal. manufactures, while the 
electrical workshops have suffered a further re- 
duction in employment. 

The improvement in the situation on the labour 
market is also apparent from the number of va- 
cancies (in thousands) : 


1957 1958 1959 
January ce eee ee 99:3 92.8 91.6 
Februarys.cesecr sieideastns 93.9 88.9 86.9 
Mianch 5,sc:n.s\s rns iseaanae 104.0 92'7 93.0 
Aprile ste vat Ness apetenn hte ae 108.3 103.8 110.0 


The improvement that has taken place on the 
labour market during the spring of 1959 is due 
to a combination of favourable factors: an early 
season, an effective labour market policy and an 
amelioration of economic conditions. The unu- 
sually mild winter made possible earlier export 
shipments, earlier spring farming, more intensive 
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_ building and construction activity, thus indirectly 
stimulating activities in other parts of the econ- 
omy. The effective labour market policy has given 
rise to, inter alia, long-awaited increases in pro- 
duction in the housing sector. Private investments 
in industry and trade have, in addition, been ac- 
tively stimulated through the releasing ‘of previ- 
ously tied-up investment funds. The government- 
controlled building activity —- which constitutes 
about three-quarters of all building activity — 
had a labour force in February of 84,000 as 
against 68,000 in 1958 and 75,000 in 1957. In- 
dustrial orders placed by the central and _ local 
governments have been aimed at alleviating the 
position on the labour market, too. They have, 
however, now been discontinued. Use has also 
been made of public works during the winter, 
where there were in March about 16,000 em- 
ployed, which is 10,000 more than in March, 
1958, and the number of days’ work there was 
three times greater in 1958/59 than in 1957/58. 
However, as from the beginning of April a rapid 
decline has taken place in this activity. 


The development of prices 


The prices of raw materials on the international 
market showed signs of stability during 1958 after 
falling steeply in 1957. The Swedish import-price 
quotations have, on the average, been steady dur- 
ing the spring of 1959, while export prices, on the 
other hand, have dropped somewhat. Wholesale 
prices fell between April, 1958, and April, 1959, 
by 2 per cent. The consumer price index was, dur- 
ing this period, unchanged. Food and fuel prices 
were, however, 2 per cent lower than in the 
previous year, while other housing costs have risen 
by 4 per cent. 


Foreign trade and the foreign exchange reserves 


Between 1957 and 1958 the value of exports 
dropped by 2 per cent and that of imports by 3 
per cent. If we bear in mind that, on account of 
the tariff reform, part of the trade in January, 
1959, was already registered in December, 1958, 
it is clear that a substantial improvement has oc- 
curred in the development of exports from the last 


quarter of 1958 onwards. Thus, the trend has been 
as follows: 


Changes from the previous year in 


the value the volume 
of exports of exports 
Kr. million % % 
1958: Ist quarter.... —139 — 6 —4 
2nd» —l110 — 4 —2 
3rd » —169 — 8 —6 
4th » +214 + 8 +9 
1959: Ist Me lee PSS 117 + 5 +8 
April-May .... +229 + 13 


The rise in exports can be partly put down to 
the advanced season. The early clearing of the 
ice has made possible unusually big shipments dur- 
ing March and, above all, in April, which means 
that there is a risk of a certain decline during the 
normally big shipping season in the summer. 
The development in the volume of exports has 
been better than the development in their value. 
For the period January to April, the volume of 
exports of planed sawn timber rose from 1958 to 
1959 by about 70 per cent, of pulp by about 50 
per cent, and of paper by 17 per cent. The volume 
of ship exports increased during the first quarter 
by 40 per cent. On top of the early season and a 
temporary accumulation of ship deliveries, there 
should lie at the back of, for example, the in- 
crease in timber exports, the heightened demand 
from Great Britain and the continent based on, 
inter alia, the higher level of house-building. Com- 
mercial iron and steel exports have also shown 
an upward movement. The export of iron ore, 
on the other hand, has been 16 per cent below 
the level obtaining one year ago. Finally, exports 
of machines and equipment were reduced by 10 
per-.cent, as measured in volume, from the first 
quarter of 1958 to 1959. The development of 
their value indicates, however, a certain improve- 
ment during April. 

The value of imports continued to drop up to 
and including March, 1959. Substantially reduced 
stocks, increased activity at home and expecta- 
tions of rising import prices have, however, led to 
increased imports in April. The volume of im- 
ports dropped steeply during the first quarter of 
1959 as compared with the same period last year. 
This is due partly to the transferring of certain 
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imports from January to December, and partly to 
“abnormally” large imports during the first quar- 
ter of 1958. The volume of imports of means of 
transport fell by 30 per cent, principally in regard 
to automobiles and aircraft. Fuel imports dropped 
to the extent of 13 per cent, imports of commer- 
cial iron and steel by 16 per cent, while textile 
and clothing articles suffered a 9 per cent re- 
duction. 

_ Export prices, which began to drop during 
1958, have continued in this direction at an in- 
creased rate during 1959. The decline in prices 
actually paid (according to export statistics) from 
the first quarter of 1958 to the same period in 1959 
amounted to only 2 per cent, however. Yet the 
price quotations have at the same time fallen by 
7 per cent, which is probably going to make itselt 
felt in the actually paid prices later in 1959. Im- 
port prices declined (according to import statis- 
tics) from the first quarter of 1958 to 1959 by 5 
per cent. Import-price quotations have, however, 
been generally stable, and in some cases a rising 
tendency has been observed during 1959. The 
terms of trade, which improved very substantially 
from the first quarter of 1958 to the first quarter 
of 1959, can be expected to drop during the re- 
mainder of the year. 

The development we have been experiencing 
up to the present time, particularly accentuated 
from December, 1958, until March, 1959, and 
characterized by a continued fall in the volume 
of imports, a rising volume of exports, and terms 
of trade which — although declining — are fa- 
vourable in comparison with the same period in 
the preceding year, has meant that the balance 
of trade deficit has been substantially reduced. 
The following rounded-off values indicate the 
trend of this deficit during a one-year period up 
to and including April, 1959: 


1957 1958 1959 
Ist.quarteta. «4. eee 1 500 1 600 800 
2nd” == hetero: 1 500 1 450 + 650 
SEG) oe D)s tae t en os oe 1550 1 450 
Ath... 5). 0 Bae tarcialaatn sarees 1 500 1 400 
1 May, 1959 


Some of the factors, which have thus within 
the course of four months practically halved the 
balance of trade deficit, have probably reached 


the turning-point towards a rather more un- 
favourable development. The higher volume of 
imports in April, the expected decline in the terms 
of trade under the previous year’s level, together 
with a more protracted increase in exports dur- 
ing the rest of 1959 than during the first five 
months, can, however, lead to the trade balance 
deficit again becoming larger. 

This favourable development in the balance 
of trade at the beginning of 1959 can, to a certain 
extent, explain the abnormal trend in the foreign 
exchange reserves. The Riksbank’s foreign ex- 
change reserves, which usually fall during the 
period November to April (or May), have risen 
continuously in 1959 and were, at the end of 
May, Kr. 230 million larger than last year. The 
reserves of the commercial banks are in the habit 
of dropping over the year’s first four or five 
months. However, up to the end of March this 
year there was, instead, a continued accumulation 
of reserves amounting to a total of over Kr. 600 
million. The total foreign exchange reserves were 
thus Kr. 3,079 million, or Kr. 420 million greater 
than at the end of March in 1958. A seasonal 
reduction occurred in April, by virtue of which 
the commercial banks’ and the total foreign ex- 
change reserves fell. Total foreign exchange re- 
serves have, however, continued to improve in 
comparison with the preceding year. The follow- 
ing table shows the change since the end of the 
corresponding month in the previous year (in Kr. 
million) : 


1958 1959 
Marchi: jection es + 26 January soeeeee + 225 
f) Jotolorrer Aarts fete — 32 Hebrularyaereece oe + 297 
Septem Derieeg ier + 165 March’ 2\ijuisacee + 422 
DWecemperwann cst + 153 April ore eae + 450 
Maya tic <actetenter + 494 


The position of the foreign exchange reserves 
at various points of time can be seen from the 
table below (in Kr. million): 


1957 1958 1959 

The Riksbank 31/12 31/5 31/12 30/5 
Gold 5A aie 1,134 1,052°° 1,053 ‘1,058 
Other currencies .... 1,226 1,240 1,392 1,465 
Total 2,360 2,292 2,445 2,523 

The commercial banks .. 478 234 546 497 
Total 2,838 2,526 2,991 3,020 


——— 
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Government finances and the credit market 


The development of the Government’s finances 
has, during recent months, been the subject of 
much discussion. In the supplementary budget 
‘proposals presented in April, 1959, the total budg- 
et deficit for the 1958/59 fiscal year was estimated 
to amount to Kr. 1,831 million. This was approxi- 
mately Kr. 400 million less than the deficit cal- 
culated in the Budget Bill in January. The dif- 
ference can be attributed to the fact that the 
utilization of reserved funds for defence purposes 
is expected to be less than had been calculated 
earlier and that the Swedish State Railways’ re- 
quirements of short-term credits are expected to 
be reduced. 

It is, however, probable that the deficit on the 
total Budget will in actual fact be even smaller 
than Kr. 1,831 million. The trend up to and in- 
cluding May, 1959, when only one month remains 
of the fiscal year, points to this being the case. 
Up to the beginning of June the total Budget 
had given a deficit of Kr. 1,056 million. It is not 
likely that the deficit during the remaining month 
will exceed about Kr. 250 million, which would 
mean that the deficit for the whole fiscal year 
would remain at approximately Kr. 1,300 million. 
It looks as though the Operating Budget can, on 
account of this, be approximately balanced. 

The situation with regard to the fiscal year 
just begun is, however, more unfavourable. The 
Minister of Finance expects a budget deficit of 
just over Kr. 2,800 million for the 1959/60 fiscal 
year, the whole of this deficit being estimated to 
devolve upon the first half of the year. In this 
calculation, no account has been taken of extra 
expenditure or possible increases in income. It is 
of course extremely difficult to calculate what the 
outturn can be. It is possible that the smaller 
deficit — compared with that forecast in the 
supplementary budget proposals —- which can be 
expected for the 1958/59 fiscal year is a result of 
cash fluctuations between the budget years. In 
such a case, the deficit for 1959/60 can be larger 
to a corresponding extent. On the other hand, it 
is not impossible that the same tendency towards 
an over-estimation of the size of the deficit, which 
has been evident during the past fiscal year, has 


also made itself felt in respect to the 1959/60 
financial year. It now seems as if the economic 
situation can be judged to be somewhat more 
promising than it was in the Budget. It is there- 
fore possible that incomes will be higher than had 
been expected. However, this does not necessarily 
mean that the budget deficit will be less of a 
danger to the balance of the economy. The more 
economic activity is stimulated by the demand for 
exports and investments, the easier it will be for 
the incentive to demand and the increase in li- 
quidity created by a budget deficit to upset the 
economic balance and cause a fresh wave of in- 
flation. 

The changed outturn of the government finan- 
ces during the 1958/59 fiscal year, as mentioned 
above, has meant that the Government Budget 
has given a cash surplus of Kr. 850 million dur- 
ing the period January to May, 1959. The lower- 
ing effect which this surplus has had on the banks’ 
liquid assets has, to a great extent, been counter- 
balanced by a rise in the foreign exchange re- 
serves and a more than normal decrease in the 
note circulation. In total, therefore, the commer- 
cial banks’ liquid assets (sight balances with the 
Riksbank, Treasury bills and short-term bonds) 
have been reduced by scarcely Kr. 150 million 
during the period January to May. During these 
months last year the liquid assets were reduced by 
about Kr. 775 million. The slight decrease in liq- 
uid assets this year, together with an increase in 
advances of Kr. 755 million, has meant that de- 
posits have risen by not less than Kr. 603 million, 
compared with a decrease of Kr. 120 million dur- 
ing the same period in 1958. 

The commercial banks’ advances have increased 
powerfully over the past year. From the beginning 
of 1958 to the beginning of 1959 outstanding 
credits rose by Kr. 873 million. Compared with 
the position in May, 1955 — before the ceiling on 
credits had been introduced — the increase in 
advances amounts to Kr. 554 million, or approxi- 
mately 5 per cent. During the same period the 
gross national product, calculated at current 
prices, has increased by a good 20 per cent. Tak- 
ing this into consideration, the rise in credits dur- 
ing the past year is not particularly noteworthy 
but can be more appropriately looked upon as an 
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adjustment towards a more normal situation. 
Compared with those amounts which are lent to 
the Government, new credits to the business sector 
are still relatively insignificant. Thus, not less than 
55 per cent of the increase in deposits from May, 
1958, to May, 1959, was placed in Treasury bills 
and bonds. 


Break-down of commercial bank credits into branches of 
industry (in Kr. million) 


Change Change 
May, from from 
1959 May,1955 May, 1958 
to May, 1959 to May, 1959 
Jindustr yeas ete nents 2,270 —119 — 65 
Trade and services 2,852 . + 249 + 252 
Communications ...... 626 + 234 + 165 
Insurance and finance .. 258 — 49 — 8 
Municipal enterprises 
and institutions ...... 131 + 46 — 5 
PAR TIGUAE ECs ar cere ae are 463. + 30 + 37 
WBuilding wes, ctesee cre 1,486 + 137 + 184 
Housing credits). - 3227.- 2,638 + 123 + 183 
Personal and sundry 
CLEGICS es ye cee reid. ain ais 942 — 97 + 130 
Total 11,666 + 554 + 873 


Of the increase in credits to trade and services 
during the past year almost one-half refers to 
trade in means of transport — principally auto- 
mobiles. The greater part of this increase has 
taken place between November, 1958, and May, 
1959, and can be a seasonal phenomenon. How- 
ever, it seems to be surprising on account of the 
fact that both the registration and the import of 
new cars receded somewhat over the year. The 
explanation of the increase in automobile credits 
is most likely to be found in the heightened ac- 
tivity on the second-hand car market. It is, to an 
increasing extent, a fact that those who are buying 
new cars are already car-owners. Both the turn- 
over in the branch and the credit requirements 
have continued to rise without there having been 
any corresponding rise in the registration of new 
cars. The competition for buyers has, furthermore, 
become even more severe, which has undoubtedly 
been the cause of an increase in hire-purchase 
credits. Even credits to the wholesale and retail 
trades have risen sharply — by Kr. 43 million and 
Kr. 52 million, respectively. This is probably con- 


7 


nected primarily with the extensive investment ? 


activity that is taking place in trade. 

The increase in credits 
consists almost exclusively of loans to shipping 
firms. The cause of this is the substantial invest- 
ments in new ships that have been made, at the 


to communications — 


Me PR ete 


same time as freights — and thus incomes — have 
4 


been low. 

The reason for the rise in credits to agriculture 
having been so high as Kr. 37 million lies in the 
comparatively poor harvest in 1958. The large 
housing and building credits are a natural conse- 
quence of the very extensive house-building ac- 
tivity, while the rise in personal and sundry credits 
can, to some extent, be put down to the more 
active interest on the part of the banks in direct 
consumer credits. The credits granted to this 
group are, however, still less than in the spring of 
1955, and it is for this reason that the increase 
should mainly be considered as an adjustment 
towards a more normal market situation. 

It is noteworthy that the credits to the munic- 
ipal sector have declined despite the local gov- 
ernments’ substantial investments. This can pos- 
sibly be due to the fact that it was possible to 
finance a considerable proportion of the invest- 
ments by means of government contributions, 
motivated by the labour market policy. 

Industrial credits have dropped by no less than 


Kr. 65 million, the major part of this decline — 


having taken place since November, 1958. The 
reason for this fall, in spite of industrial invest- 
ments having been at such a high level, is possibly 
to be found in the increase in liquidity — caused 
by high government expenditure and the releasing 
of investment funds — which has mainly ben- 
efited industry. Industrial enterprises have, to 
some extent, utilized the liquidity surplus to re- 
duce their bank credits. Furthermore, industry’s 
long-term external financing seems to have been 
reinforced over the past year, which can also be 
an explanation of the decline in industrial credits. 
Insurance company loans to the business sector — 
which were mainly industrial loans — thus rose 
by Kr. 19 million from the end of April, 1958, 
to the end of April, 1959, as against an increase 
of Kr. 13.million-during the corresponding period 
in the preceding year. New issues of industrial 
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shares between April, 1958, and March, 1959, 
amounted to Kr. 113 million, which is 85 per cent 


more than during the corresponding period a year 


earlier. — 

A more thorough examination of the various 
branches shows that a large proportion of the 
reduction in credits — Kr. 42 million — involves 
the textile industry. Furthermore, credits to the 
mining, metal and engineering industries, and to 
forestry, have been reduced by Kr. 11 million and 
Kr. 9 million, respectively. This is probably not 
only due to the increase in liquidity but also to 
the fact that exports of the last-mentioned branch 
rose steeply during the spring. 


The bond and stock market 


During recent months activities on the bond 
market have been subdued and characterized by 
a “wait-and-see” attitude. Business has to a great 
extent been limited to reinvestments of funds re- 
leased through amortizations. 


The following loans have been issued since the preceding survey: 


ee Maturi- 
mount ties in 
pet Kr. years 
mill. (conver- 
tible after:) 
Swedish Government .......... 4/8 635 4 
General Mortgage Bank of 
WEG Mar sie cA ta askosihsiyclets + 5 20 50 (10) 
Swedish City Mortgage Bank .. 15 100 12 (10) 
» Housing Credit Bank ., 15 4/s 30 40 (10) 
Stora Kopparbergs Bergslags AB 5 1/1 30 25 (10) 
Skaraborgs Enskilda Bank deben- 
ERINGHLOANU We crete, cinta s soleisueror viens 5 1/2 3 20 (10) 
Svenska Handelsbanken deben- 
TMP CMOALIE Ln Aclzhels secalslee « © 5 'H2 30 20 (10) 
Sverig s Kreditbank debenture 
NE WANArte tthe ayes tie s\eh +) eves: ¥i¥ 2 5/2 15 20 (10) 
Wermlands Enskilda bank deben- 
PORE OAL tee Princ. chelsisiiets yeh: ess 5 4/2 5 20 (10) 


1 new sale of loans issued earlier 


On the stock market there has, since the begin- 
ning of April, been a general rise in prices, which 
later in the spring acquired the character of a 
bullish price development, with a stock exchange 
turnover unusually high for recent years. Thus, 


from the middle of March to the middle of June 
there was a rise of 11 per cent in the prices of 
home market industry shares and of 12 per cent 
in the shares of the rest of industry, to a level 
which was 40 per cent and 29 per cent, respec- 
tively, higher than one year ago. 

The current yield, i. e., the last dividend paid 
as a percentage of the market price, has been 
lower than at any time during the past five years. 


The current yield for a selection of representative shares 
1954—1959 (relating to May in each year) 


1954 1955 19561957 1958 1959 
Five wood-processing 
COMPANIES maeraatincec ihe ord 
Two combined timber 
and iron companies .. 3.4 3.0 3.7 36 3.3 2.8 
Five exporting engineer- 
ing companies ...... NOG eos) Ok kolo) | 4,1 
Four commercial banks 4.55 43 5,5 56 58 4.6 


Seat Ol S:0 en oes) a0 


Those investments that are now being made 
at such a low current yield as 2 to 3 per cent, and 
in the majority of cases at less than 4 per cent, 
are probably based in the first instance on earlier 
years experience of increases in dividends and 
profits — arising from price rises — to be made 
from investments in shares as compared with other 
forms of investments. 

Looking back over the years 1954—1959 it can 
thus be observed that the average yield during 
the five-year period was considerably higher than 
the figure for the current yield had indicated. 
While the last-mentioned figure was, in May, 
1954, as low as 3.5 per cent for the five wood- 
processing companies referred to in the above 
table,.and 5 per cent for the five engineering 
companies, the average yield for the following 
five years amounted to 4.2 and 5.6 per cent, 
respectively. In addition to this, an investor could, 
after these five years, make a tax-free profit from 
the sale of the shares of, on the average, not less 
than 9.4 and 8 per cent, respectively, per annum. 

By comparison, it can be mentioned that 5-year 
bonds could be obtained in 1954 at an effective 
yield of approximately 2.9 per cent and that the 
highest interest rate on deposits during the five- 
year period amounted to 4.1 per cent. 
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The yield from various kinds of investments May, 
1954—May, 1959 (as a percentage) 


Current yield 
Annual average 


May, May, ; is 
1954 1959 yield' price rise 
Five wood-processing 
COMPANIES eviseaye sha) «faire BH) 3.0 42 9.4 
Two timber and iron 
GOMPanies ayy terse 3.4 2.8 5.4 The} 
Five exporting engineer- 
ing companies ...... 5.0 41 5.6 7.0 
Four commercial banks 4.5 4.6 5.6 8.0 
3'/a per cent debenture 
loan’. .).zcn eit ke *3:6.906 24:9 $5. —3.7 
Deposit account subject 
to six months’ notice. . 3.0 4.5 4.1 0 


1 In the calculation of the yield, consideration has been 
paid to bonus issues effected. With new issues the value of the 
subscription right is taken as the dividend during the year in 
question. 

2 Effective yield. 


As the rise in the level of prices, according to 
the consumer price index, was 3.4 per cent per 


annum, the increase in the prices of the above 
share-holdings can be said to have more than 
compensated for the fall in the value of money. 
Other shares have, on the other hand, not given 
such full compensation. This marked difference 
between shares and other easily realised invest- 
ments has caused the life insurance companies to 
try and bring about an alteration in the Insurance 
Act which would make it possible for a new form 
of life insurance to be created with shares as 
security. The limited scope of the Swedish stock 
market has, however, contributed to the insurance 
companies’ not being able, for the time being, to 
make use of those possibilities for share investment 
which are permitted by the present legislation. 

Since the preceding survey the following bonus 
issues have been announced: 


Svenska Diamantberg- 


borrnings AB ........ 1 new for 4 old Kr. 2,25 mill. 
AB Gotaverken ........ Lode 45> Sia » 
AB Skanska Cement- 

Paella lel none Ato It >> o>) 4 aes » 
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Some Statistical Data on Sweden's Economic Position 
I. THE RIKSBANK. (Amounts in million kr.) 
Gold and Foreign Exchange Reserves Sight Deposits 
* el SE Bonds and Now 
| End : Treasury | Advances |. : Thereof 
of Gold: peg Total Bills Ses trical 
Exchange? Comm. 
State 
Banks 
1938 707 750 1 457 106 50 1 061 849 418 428 
1954 1370 1 104 2 474 3 267 99 5 087 441 289 150 
1955 1 426 1 004 2 430 4 023 25 5 319 747 321 418 
1956 1376 1072 2 448 4 390 21 5 598 504 260 241 
1957 1134 1 226 2 360 5 050 89 5 840 415 273 136 
1958 1053 1 392 2 445 4545 94 6 059 323 158 164 
1958 | 1959] 1958 | 1959] 1958 | 1959 1958 1959 1958| 1959} 1958 | 1959 | 1958 | 1959 1958 1959 | 1958 | 1959 
Jan. 1114} 1053} 1213] 1408] 2327) 2 461 | 4761 | 4133 11 47 | 5 547| 5 728) 317 | 228 | 277 | 166 38 61 
Feb. 1079] 1055] 1166} 1407) 2245] 2 462|4579|3897) 129] 157]|5507] 5638) 201 | 201 | 159 | 151 39 43 
Mar. | 1052]1058] 1203) 1419] 2 255|2477|4468/3897|] 252] 187]5 443] 5603] 137 | 218 Sama 50 40 
Apr. 1052|1058| 1179] 1463) 2231] 2521 )4723)4047| 164 77 | 5 533} 5699] 178 | 204 | 132 | 139 46 63 
May 1052|1058]} 1 241) 1465) 2293] 2 523)4586|3809} 246] 155)5357|5527) 149 | 188 | 107 | 135 42 ip 
Jun. 1053]1061} 1260) 1508) 2313] 2569|4597)3849| 382) 176)5513} 5665) 191 | 143 | 136 | 104 5S 38 
Jul. 1 053 1319 232 3772 54 5 359 196 126 70 
Aug. 1053 1 364 2417 hae 42 5 423 163 104 57 
Sep. 1 053 1 394 2 447 3 789 88 5 429 329 213 114 
Oct: 1 053 1 344 2 397 3 889 89 5 592 128 79 47 
Nov. 1 053 1 382 2 435 3 869 131 5 644 112 55 47 
Dec. 1053 1 392 2 445 4545 94 6 059 323 158 164 
1 Market value. — 2 Net claims on foreign countries. 
Il. COMMERCIAL BANKS. (Amounts in million kr.) 
Advances Deposits 
At the S di h Net Claims 
End Cash Bo = os on Foreign Overdrafts PLEieok 
of ends Countries Bills Loans and Other Total Total SE ne Ween 
Advances o . 
1938 601 190 95 1 163 2 705 470 4 338 4 260 1 152 
1954 647 3 049 126 2 903 5 833 2 356 11 092 W227. 2519 
1955 958 2 958 169 Deka 5 355 2 444 10 530 12 609 2 422 
1956 788 3295 437 2613 5 088 2937 10 638 13 090 2 660 
1957 724 4439 661 2 597 dE S 3114 10 826 14 263 2714 
1958 635 a2 701 2791 5 498 3 403 11 692 15 987 2 682 


Jan. | 482 | 494 | 4952/5801] 650 | 701 | 2578} 2 759) 5 088} 5 503) 3 047 | 3 526 | 10 713/11 788) 14 700}16 494) 2 338 | 2 253 
Feb. | 464 | 463 | 5 305] 6 367] 634 | 704 | 2573] 2 746] 5 121] 5 595] 3 074 | 3 457 | 10 768)11 798} 14 798/16 805] 2 316 | 2 257 
Mar. | 533 | 584 | 4943/6 008) 541 | 728 | 2 724] 2 863) 5 169] 5 691] 3 234| 3 478 | 11 127/12 032) 14 834/16 828) 2 348 | 2 231 
Apr. | 516 | 561 | 4671|5687| 418 | 593 | 2 759) 2 901] 5 186] 5 778) 3 257 | 3 476 | 11 202/12 155] 14 510)16 769 2 300 | 2 239 
May | 468 | 500 | 4131/5461} 339 | 614 | 2 854) 2 906] 5 214] 5 848) 3 410 | 3 689 | 11 478/12 443) 14 143/16 590) 2127/2179 
Jun. | 596 4205 346 2 851 31233 3 485 11 569 14 338 2 348 
Jul. 508 4 360 432 2 880 3244 3514 11 638 14 821 2 202 
Aug. | 456 4 668 508 2 847 5 271 3 442 11 560 15 057 2 258 
Sepr—]-594 4795 551 2 883 5/315 3 489 11 687 15 301 2 294 
Oct. | 484 5 206 666 2817 5 344 3 336 11 527 15 478 2 346 
Nov. | 456 5 102 644 2 830 5 394! 3 425 11 649 15 412 2 168 
Dec, | 635 a223 701 2791 5 498 3 403 11 692 15 987 2 682 


1 Including Treasury Bills. 
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II. OTHER CREDIT INSTITUTIONS. STOCK EXCHANGE 


Deposits er Turnover at the 
Savings Banks une CAeiceh Yields on Bonds? | Stockholm Stock | Share index? + 
Year Post Office Postal Exchange® 
US Savings Cheque ee i a 
Month} Deposits! | Advances! Bank? Service Govt. | Indust.| Bonds | Shares | Home | Other 
Loans Loans In- In- 
Million kr. | Million kr. | Million kr. | Million kr. of % 1000 kr. | 1000 kr. | dustries | dustries 
1938 3 685 3 069 606 24 986 Dian 2,92 243 931 149 103 
1954 9 699 9 224 2 950 279 958 3,39 3,70 292 834 180 267 
1955 10 339 9 743 3118 307 522 3,72 4,63 244 642 195 299 
1956 11 097 10 370 3 315 338 877 3,78 4,70 433 555 176 283 
1957 11 969 11 152 3571 Sepak 4,41 5,12 397 772 182 289 


1958 12 942 12 032 3 861 394 560 4,39 5,12 415 915 194 313 


Jan. ; : : - | 3749] 4069 | 38 320} 39 234 4,46) 4,32) 5,32] 5,11] 376 | 457 | 809}1132) 185 | 212} 290 | 326 
Feb. : : : - | 3769] 4092 | 23 596) 24 617) 4,55] 4,32] 5,33] 5,09) 446 | 673 | 737)1162] 183 | 227 | 293 | 350 
Mar. |12 755/13 730,11 393}12 289} 3 784] 4 086 | 39 652) 40 120, 4,51] 4,32) 5,28) 5,06) 352 | 368 | 967)1014] 185 | 227 | 300 | 352 
Apr. . . 3781 | 4079 | 27 363) 30 171] 4,40} 4,26) 5,13] 5,04) 270 | 452 | 838/1181] 180 | 227 | 290} 357 
May : : 3776 | 4068 | 43 049) 41 669, 4,36) 4,27) 5,11) 5,02] 371 | 441 |1073}1997] 179 | 251 | 300 | 384 
Jun. {12695 11 582 3 784 25 644 4,35] 4,29] 5,05] 5,02| 531 1193 182 | 254) 305 | 392 
Jul. : : 3 816 41 031 4,29 4,96 487 974 190 o22 
Aug. . : 3 828 22 317 4,36 4,97 294 877 195 326 
Sep. |12 892 11 780 3 830 36 689 4,43 5,05 532 847 199 324 
Oct. : : 3 848 27 830 4,32 5,07 534 1095 213 342 
Nov. : : 3 858 38 504 4,32 5,07 431 751 208 535 
Dec. |12 942 12 032 3 861 30 565 4,32 5,07 362 821 213 329 

1 At the end of each year or month. — 2 Calculated on market prices at middle of months. The yearly figures represent 


averages of the monthly figures. — * Averages per Stock Exchange business day. — * Nom. value Jan. 1953 = 100 


IV. OTHER:‘STATISTICAL DATA 


Wholesale Price Index 


Forei Con- 
Year National secant Production kes ee ae same 
or Debt' Export (+) | Index coe Price 
Month Imports | Exports | or Import | 1935=100] P ok Import | Export All Index 
0 = 
Million kr, | Million kr. | Million kr,| (—) Surplus Goods *) Goods |) onde taal 
Million kr. 
1938 2 566 2 082 1 843 — 239 123 se 40 47 51 64 
1954 15 059 9 192 8 196 — 996 213 A 129 142 133 129 
1955 16 081 10 337 8 933 — 1404 226 oo 135 147 138 133 
1956 16 966 11 434 10 067 — 1 367 234 15 143 153 145 139 
1957 19 095 12 567 11 062 — 1505 241 co 144 155 147 145 
1958 19 851 12 248 10 807 — 1441 241 2,5 val 149 las 152 


1958 | 1959 1958 | 1959 1958| 1959| 1958 | 1959 1958 | 1959 19581959 19581959 1958|1959}1958|1959 1958| 1959 


Jan. 19 186 | 20 043] 1225) 922) 916) 838) —309] — 84) 249 | 246) 3,8] 4,3] 136 152 
Feb. | 19466] 20440] 955) 911) 748) 827) —207| — 84] 252 | 252] 3,6] 3,4] 134 152 
Mar. | 18834) 19 792] 1030) 913) 709} 825) —321)— 88} 255 | 258] 3,6] 3,6] 133 152 
Apr. | 19191] 20037} 979|/1093) 759) 931} —220} —162) 254 | 257) 3,8] 2,7 | 132 152 
May | 18218) 19 030] 1043] 982) 978) 1034 — 65]-+ 52] 259 2,6| 1,9] 130 152 
Jun. | 18362 883 990 +107 254 4 130 
Jul. | 18186 852 853 + 1 124 1,0: 130 
Aug. | 18 301 888 781 —107 239 Ls 129 
Sep. | 18345 988 1005 + 17 250 1,4 128 
Oct. | 18928 1 080 975 —105 25% ys 128 
Nov. | 18733 965 952 — 13 263 2,4 129 
Dec. | 19851 1313 1 141 —172 250 : 5,3 128 


1 At the end of each year or month. ; 
KUNGL. BOKTR. STHLM 1959 593403 


a 


SKANDINAVISKA BANKEN 


'~ Statement of Condition June 30", 1959 


ASSETS 
Cash in hand and with the Riksbank ........ Kr. 153.226.000 
nea eid 1 reaty BIS ck ce we » 1.515.317.000 
RAMEE IMCOSIRTE SS gk ss eek ee 8 8 we » 3.131.356.000 
RT ES a a a » 21.785.000 
EM i ce tare a es ew 8 » 215.401.000 
PE ACCOUNtS ye. et MR ee ee? 57.423.000 
cue SN 2 AS Series 9 16.602.000 


Buildings, Furniture and Fittings , ........ =. » 52.443.000 
Kr. 5.163.553.000 


LIABILITIES 

Te ee RE RS) Kr, 4.313.421.000 
Swedish Banks and Savings Banks ......... , 86.732.000 
Banks abroad... 1... eee » — 109.052.000 
CE, Cees a et MAN a) ain, sie » 288.861.000 
ee Gee Kr. 194.112.000 

Reserte Funds i ss . . » 155.888.000 an 
Dindivided prokts. eee ishs ss. » 15.487.000 » 365.487.000 


Kr. 5.163.553.000 


CO) Goteborg, Stockholm, Malmé hd aun 
(Principal Offices) a. 
S Place with 10000-90000 inhabitants a 
tS 
® » » less than 10000 yy Umeda. 
4 
In all 237 branches a 
at 171 different places. | Ornskildsvik @ 
| 
: 
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| 
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